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UNITED STATES CUSTOMS SERVICE

19 CFR PARTS 7, 10, 145, 173, 174, 181, 191
RIN 1515-AB95
DRAWBACK

AGENCY: U.S. Custons Service, Departnent of the Treasury.
ACTION: Proposed rule.
SUMMARY: Thi s docunent proposes to revise the Custons
Regul ati ons regardi ng drawback. The docunent proposes to revise
the regulations to i nplenment the extensive and significant
changes to the drawback | aw contained in the Custons
noder ni zation portion of the North Anerican Free Trade Agreenent
| mpl ementation Act; to change some adm nistrative procedures
i nvol vi ng manufacturing and unused nerchandi se drawback, for the
pur pose of expediting the filing and processing of drawback
clains thereunder, while nmaintaining effective Custons
enforcenent and control over the drawback program and to
generally sinplify and inprove the editorial clarity of the
regul ati ons.
DATE: Comments nust be received on or before (insert date 60
days fromdate of publication in the FEDERAL REGISTER).

ADDRESS: Comments (preferably in triplicate) nust be submtted



to U S. Custons Service, ATTN. Regul ati ons Branch, Franklin
Court, 1301 Constitution Avenue, NW, Washington, D.C 20229, and
may be inspected at the Regul ations Branch, 1099 14th Street,
NW, Suite 4000, Washington, D.C
FOR FURTHER INFORMATION CONTACT:

Oper ational aspects: Maryanne Carney, Chief, Drawback and
Records Branch, New York, (212-466-4575).

Legal aspects: Paul Hegland, Ofice of Regulations and
Rul i ngs, (202-482-7040).
SUPPLEMENTARY INFORMATION:

BACKGROUND

Drawback is a refund or rem ssion, in whole or in part, of a
Custonms duty, internal revenue tax, or fee. There are a nunber
of different kinds of drawback authorized under |aw, including
manuf act uri ng and unused nerchandi se drawback. The statute
providing for specific types of drawback is 19 U S. C 1313, the
i npl ementing regulations for which are contained in part 191,
Custons Regul ations (19 CFR part 191).

The North Anmerican Free Trade Agreenent |nplenentation Act,
Public Law 103-182 (Decenber 8, 1993), specifically Title Vi
t hereof, popularly known as the Custons Mbdernization Act,
significantly anmended certain Custons laws. In particular, 8§ 632
of Title VI effected extensive and maj or anmendnents to the

drawback law, 19 U S.C. 1313. Also, § 622 of Title VI authorized



the establishnment of a "Drawback Conpliance Progrant as well as
specific civil nonetary penalties for fal se drawback cl ai ns.

Publ ic Law 103-182 al so approved and i nplenented the North
Anmerican Free Trade Agreenent (NAFTA). Section 203 of the Public
Law provi des speci al drawback provisions for exports to NAFTA
countries. NAFTA drawback is separately provided for in part 181
of the Custonms Regul ations (19 CFR part 181). Drawback and ot her
duty-deferral prograns are addressed in subpart E of part 181.
Ceneral drawback provisions under part 191 and t he NAFTA dr awback
regulations in part 181 contain substantial differences (e.q.,
the "l esser of" calculation versus full drawback, sane condition
versus unused nerchandi se drawback, etc.) Separate clains are
requi red for drawback clai ms governed by NAFTA (see 19 CFR 181. 46
and 191. 0a).

Accordi ngly, this docunment proposes regulatory revisions
principally to part 191 in inplenentation of the statutory
changes. In addition, this docunent proposes to generally
rearrange and revise part 191 largely in an effort to further
sinplify and inprove the editorial clarity of those regul atory
procedures primarily dealing with the manufacturing and unused
mer chandi se provi sions, these being the nost comonly used types
of drawback. Several adm nistrative changes are bei ng proposed
as well with respect to the regul atory procedures governing these
provi sions, for the purpose of expediting the filing and

processi ng of drawback clains thereunder, while ensuring that



Cust onms has the necessary enforcenent information to maintain
effective adm ni strative oversight over the drawback program

Al so, m nor conform ng changes occasi oned by the general

reorgani zation of part 191 are nade with respect to other parts
of the Custons Regul ations (19 CFR parts 7, 10, 145, 173, 174 and
181).

Specifically, with regard to part 173, a mnor change is
proposed whereby a party requesting the reliquidation of a
consunption entry pursuant to 19 U S. C. 1520(c)(1) would be
required to state whether to the best of such party's know edge,
the entry is the subject of a drawback claim or whether such
entry was referenced on a certificate of delivery or a
certificate of manufacture and delivery and thus coul d be nade
t he subject of drawback. Likew se, a change is proposed to part
174 whereby a party filing a protest nust state whether, to the
best of such party's know edge, the consunption entry whose
liquidation is protested is the subject of a drawback claim or
whet her it was referenced on a certificate of delivery or a
certificate of manufacture and delivery and thus could be the
subj ect of a drawback claim A corresponding change is al so
proposed in part 191, whereby a drawback clai mant woul d be
required to state whether, to the best of such claimnt's
know edge, any consunption entry identified or designated as a
basis for drawback is either under protest or the subject of a

request for reliquidation (19 U S.C. 1520(c)(1)). 1In this



regard, when accel erated paynent of drawback has been paid to a
claimant on the basis of an entry of inported nerchandi se which
has not been finally |liquidated, and the duties on the inport
entry are increased or decreased in such final |iquidation,
drawback must be increased or reduced accordingly on |iquidation
of the drawback entry.

Proposed changes to part 191 other than the major changes
descri bed bel ow i nclude the addition of new definitions for
purposes of part 191 in the section listing such definitions.

New definitions for the following terns are set forth in the
proposed regul ations: Certificate of delivery; Certificate of
manuf acture and delivery; Act; Commercially interchangeable

mer chandi se; Desi gnated nmerchandi se; Destruction; Exported
article; Exportation; General manufacturing drawback ruling;

Manuf acture or production; Possession; Relative value; Specific
manuf act uri ng drawback ruling; and Substituted nerchandi se. Most
of these definitions incorporate into the regulations terns which
are used for drawback. The definition of commercially

i nt erchangeabl e nerchandi se i s necessary because of the change
(described el sewhere in this background) fromfungibility as the
standard for substitution to commercial interchangeability in the
former same condition substitution drawback | aw (now unused
substitution drawback law, in 19 U S.C. 1313(j)(2)). Simlarly,
the definition of possession is added because possession of the

exported merchandise is a requirenment for drawback under



8 1313(j)(2) and because the statute includes defining | anguage.
The definition of exportation is based on the definition of that
termcurrently in 19 CFR 101. 1(k), but notice is also given that
an exportation may be deened to have occurred: (1) under the
Forei gn Trade Zones Act (see 19 U S.C. 81lc(a)) when zone-
restricted status is taken; (2) or under 19 U S. C. 1309, if goods
subj ect to drawback are used for certain aircraft or vesse
supplies. The definition of manufacture or production is based
on court cases and adm nistrative rulings interpreting that

phrase (see Anheuser-Busch Brew ng Association v. The United

States, 207 U.S. 556 (1908); United States v. International Paint

Co., Inc., 35 CCPA 87 (1948); et al.). In regard to the latter

case, it is noted that a manufacture or production, for drawback
pur poses, occurs even if the processing operation does not change
the general use for which the nmerchandi se may be used (e.g., as
pai nt) but does change the particular use for which the
mer chandi se may be used (e.qg., as anti-fouling paint designed for
preventing marine growh on the bottom of ships).

In addition, two current definitions, those of fungible
mer chandi se and substitution drawback, are nodified. In the case
of the former, the nodification nmakes it clear that the
definition applies to both nmerchandi se and articles, but does not
change the definition of fungibility. |In the case of the latter,
i nstead of defining substitution drawback (referring only to

substitution manufacturing drawback), as is currently true, the



definition defines substituted nmerchandi se, and does so for
pur poses of each of the subsections of 19 U S.C. 1313 authorizing
such substitution

In regard to the definition of fungibility, for drawback
pur poses "nerchandi se" is that which is inported, or substituted
when substitution is permtted, and an "article" is that which is
manuf act ured or produced, as provided for in the drawback | aw,
frommerchandise. Also in regard to the definition of
fungibility, although the standard for substitution under unused
(formerly sanme condition) drawback (19 U . S.C. 1313(j)(2)) is no
| onger fungibility (it is now comrercial interchangeability, as
di scussed below), the definition of fungibility is retained in
t he proposed regul ati ons because fungibility continues to be a
significant concept in the proposed regulations (i.e., when
mer chandi se or articles are identified by accounting nethod; see
proposed 8§ 191.14). The definition of fungibility was first
added to the Custons drawback regul ations for this purpose and
bef ore enactnent of the substitution provision for 19 U S. C
1313(j)(2) (see T.D. 83-212, 19 CFR 191.2(1)).

Also related to definitions for drawback purposes, the
current regul ations (section 191.3) provide that duties subject
to drawback include all ordinary Custons duties and marKking
duti es assessed under 19 U S.C. 1304(c). It is proposed to
define "ordinary Custons duties", as used in this provision, to

include finally liquidated duties paid on an entry, or w thdrawal



8
from war ehouse, for consunption and estimated duties paid on such
an entry or warehouse, provided that the application and wai ver
currently provided for in section 191.71 are filed. Al so defined
as such "ordinary Custons duties" would be voluntary tenders of
t he unpai d amount of |lawful ordinary Custons duties and any ot her
paynment of duties related to an entry, or wthdrawal from
war ehouse, for consunption, such as paynent of a demand for
duties under 19 U S. C 1592(d), under certain enunerated
conditions. This latter proposed addition to the definition of
"ordinary Custons duties" is consistent with Custons current
adm ni strative practice (see Custons Service Decision 85-50
(1985)). The enunerated conditions referred to are that
liquidation of the inport entry or wthdrawal nust have becone
final prior to the paynent to Custons, that the paynment nust be
specifically identified as being of duties for a specific entry
or withdrawal, and that the drawback entry in which the inport
entry or wwthdrawal is designated may not itself have been
finally liquidated. In the case of voluntary tenders and ot her
paynments of duty, procedures are proposed for a witten request
and wai ver by the drawback claimant and any ot her party
responsi ble for the other paynents of duties simlar to the
current procedures for the paynent of drawback on esti mated
duti es.

O her m nor proposed changes are that a named officer or any

ot her individual legally authorized to bind a corporation may



si gn drawback docunents, instead of only those naned officers.
This is consistent wth current regul ations regardi ng Custons
busi ness (see 19 CFR 111.3; see also 19 U S. C 1641(b)(1)).
Correspondi ngly, the regul ations on so-called (in the current
regul ations) general or specific "contracts" are proposed to be
changed so that only the nanmes of the persons who are authorized
by regulation to sign drawback docunents and who will sign such
docunents are |isted.

(In regard to the above-referenced general or specific
drawback "contracts", as discussed in detail below it is
proposed to change the term nol ogy for these procedures, from
"specific drawback contracts" to "specific manufacturing drawback
rulings" and from "general drawback contracts" to "general
manuf acturi ng drawback rulings" and to set out the formats for
applying for the specific manufacturing drawback rulings, and the
general manufacturing drawback rulings, in Appendices to part 191
of the Custons Regul ations. The renai nder of the background to
thi s docunent uses the proposed new terns (i.e., "specific
manuf acturi ng drawback ruling” is used instead of "specific
drawback contract" and "general manufacturing drawback ruling"” is
used instead of "general drawback contract").)

Also in regard to general manufacturing drawback rulings, it
is proposed to require that a description of the nerchandi se and
articles covered by the ruling be submtted with the information

required for letters of notification of intent to operate under a



10
general ruling, unless such information is specifically provided
in the particul ar general manufacturing drawback ruling. It is
proposed to nodify the regulations for both general and specific
rulings for manufacturing drawback so that, consistent with
Custonms treatnent of corporations for drawback purposes (see

Moberly v. United States, 4 Cust. . 91, C D. 294 (1940), and

C.S.D. 89-12 (1989)), when a separatel y-incorporated subsidiary
of a parent corporation is engaged in manufacture or production
for drawback, the subsidiary is the proper party to give notice
of its intent to operate under, or apply for, the general or
specific ruling and cannot operate under any ruling issued in
favor of the parent corporation. Finally, in regard to general
and specific rulings for manufacturing drawback, it is proposed
to provide that they will remain in effect indefinitely, unless
no drawback claimor certificate of manufacture and delivery is
filed under the ruling for a period of 5 years. If no such
drawback claimor certificate is filed for 5 years, the ruling
woul d automatically termnate follow ng the publication of a
notice to that effect in the Custons Bulletin. Currently, a
drawback "contract" may remain in effect for 15 years unless a
witten request is filed to renew the "contract”. This change
woul d reduce unnecessary paperwork for drawback clai mants and
Cust ons.

Al so anong changes to part 191 not |isted bel ow are proposed

nmodi fications to the subpart of part 191 regardi ng drawback on
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supplies for certain vessels and aircraft (current subpart I;
proposed subpart K). It is proposed to add to the regul ation
regarding a conposite (nonthly) notice of |ading of fuel |aden on
vessels or aircraft as supplies that the fuel included in such a
notice includes fuel laden for flights or voyages between the
contiguous U S. and Hawaii, Al aska, or any U. S. possessions,
consistent wwth the applicability of the underlying statute (19
US C 1309). Also, consistent wwth the changes to the
Exporter’s Summary Procedure (ESP) (i.e., to make that procedure
an alternative, instead of a privilege; see below) and an Apri
17, 1978, admnistrative ruling, it is proposed to nodify these
regul ations to make it clear that the ESP may be used for
drawback under this subpart and that if the ESP is used, the
applicabl e requirenents nust be conplied wth.

The maj or changes to part 191 necessitated by statute are
addressed bel ow, follow ng which the najor adm ni strative changes
made to part 191 are outlined.

Manufacturing Drawback

Under the direct identification manufacturing drawback | aw,
19 U.S.C. 1313(a), upon the exportation of articles manufactured
or produced with the use of inported, duty-paid nmerchandi se, 99%
of the duty so paid may be refunded as drawback. Under
substituti on manufacturing drawback, 19 U S.C. 1313(b), if

i nported, duty-paid nerchandi se and any ot her mnerchandi se
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(whet her inported or donestic) of the sane kind and quality are
used in the manufacture or production of articles, then upon the
exportation of such articles, 99% of the duty so paid on the
i nported nmerchandi se may be refunded as drawback, notw thstandi ng
that none of the exported articles was manufactured with the
i nported nerchandi se.

Section 632 of the Custons Moddernization Act (hereinafter
8 632) anended 8§ 1313(a) and (b) to permt drawback on articles
destroyed under Custons supervision, in lieu of being exported.
In addition, it is made clear that for drawback to accrue, the
articles manufactured or produced cannot be used in the United
States prior to their exportation or destruction.

The proposed regul ati ons provide for a contract between the
princi pal and agent when such a relationship is clainmed to exist
for purposes of substitution manufacturing drawback. The person
who asserts that it is the manufacturer or producer by virtue of
a principal -agency agreenent under this section nust establish
that there was a contract between the principal and agent
specifying the items in 8 191.9(c)(1)(i) through (vi). The
person asserting this relationship has the burden of providing
satisfactory evidence to establish the above. The question of
t he exi stence of such a contract is an evidentiary question. O
course, the ternms of a witten contract are always easier to
establish than those of an oral contract.

Princi pal -agency principles, in the drawback context, are
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used for drawback purposes to neet the "one manufacturer”

requirenent in 19 U S. C 1313(b) (i.e., the requirenent that the
i nported nerchandi se and the substituted nmerchandi se nust be used
in a manufacture or production by the sane person). Wth the use
of principal -agency principles for drawback, the principal in
such a relationship is treated as the manufacturer or producer
when the agent perfornms that function as agent of the principal.
The principal does not conplete a certificate of delivery for

mer chandi se transferred to the agent (because the principal, in
effect, would be treated as transferring the nerchandise to
itself). The agent would be required to furnish a certificate of
manuf acture and delivery for the manufactured articles, relating
to the designated or substituted nerchandi se and identifying the

owner for whomthe processing was conducted (i.e., to docunent

t he manufacturing or processing operation). However, such a
certificate of manufacture and delivery would not assign the
potential drawback rights to the principal (because, by virtue of
the rel ati onship, the agent would not have those rights to
transfer; the rights would have remained in the principal).
Rejected Merchandise Drawback

Section 632 al so anended the rejected nerchandi se drawback
law, 19 U. S.C 1313(c). Under 8§ 1313(c), drawback is allowable
upon the exportation of nmerchandi se which is found not to conform

to sanple or specifications, or which is shipped w thout the
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consent of the consignee. Such nerchandi se previously had to be
returned to Custons custody prior to exportation, generally
within 90 days after its release from Governnent custody unl ess
Custons extended this period.

As anended by 8§ 632, § 1313(c) extends the period for the
return of nerchandise to Custons custody to 3 years, permts
destruction of the nmerchandi se under Custons supervision in |lieu
of exportation, and allows drawback if the nerchandise is
determ ned to have been defective at the tine of its inportation
W t hout reference to purchase specifications or sanples.

Unused Merchandise Drawback

Formerly, under 19 U S. C. 1313(j)(1), drawback was all owabl e
on the exportation, or destruction under Custons supervision, of
i nported nerchandi se which was not used in the United States
bef ore exportation or destruction, and which was in the sane
condition at the tinme of exportation or destruction as it was
when inported. Under the substitution provision, 19 U S. C
1313(j)(2), a simlar drawback was allowable if other (fungible)
mer chandi se was i nstead exported, or destroyed under Custons
supervi sion, provided that before exportation or destruction, the
fungi bl e merchandi se was not used in the United States, was in
t he possession of the party claimng drawback, and was in the
sane condition at the tinme of exportation or destruction as was

t he i nported nerchandi se when i nported.
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Section 632 liberalized these provisions in a nunber of
ways. First, the requirenment has been elimnated that the
exported or destroyed nerchandi se be in the sane condition as
the inmported nmerchandi se when inported. Now it only nmust have
been unused. For exanple, chem cals which deteriorated after
inportation are not in the sane condition as the inported

mer chandi se when inported and were not eligible for "sanme
condi tion" drawback. Now such goods would be eligible for

drawback under 8§ 1313(j) as "unused". Second, the provision

interpreting the restriction on "use" has been changed.
Formerly, this provision provided that the perform ng of certain
i ncidental operations on inported or substituted nerchandi se

whi ch did not anbunt to a manufacture or production for drawback

pur poses was not a "use". The new provision provides that the
perform ng of any operations or conbination of operations not
anounting to a manufacture or production for drawback purposes on

the inported or substituted nmerchandise is not a "use". The I|ist
of exanples of the operations involved was expanded to i ncl ude,
but is not limted to: testing, cleaning, repacking, inspecting,
sorting, refurbishing, freezing, blending, repairing, reworking,
cutting, slitting, adjusting, replacing conponents, relabeling,

di sassenbl i ng, and unpacki ng, provided that they do not anmount to
manuf acture or production for drawback purposes.

In addition to the foregoing, a nunber of additional

statutory changes were nade by 8 632 with respect to the
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substitution provision, 19 U S. C. 1313(j)(2). The substituted
mer chandi se exported or destroyed for drawback need no | onger be
fungi ble (comercially identical) wth the inported nerchandi se.
Instead the inported and substituted nerchandi se nust be
commercially interchangeable. The legislative history of § 632
states that in determ ning whether nerchandise is "commercially
i nt erchangeabl e", Custons should consider, but not be [imted to,
such factors as Governnental and recognized industrial standards,
part nunbers, tariff classification and values. Such
mer chandi se, to be commercially interchangeabl e, need not be
i nterchangeable in all situations.

The proposed regul ati ons would require a determ nation of
"commercial interchangeability" for all clainms filed under 19
U S C 1313(j)(2). This determ nation can be obtained in one of
three ways: (1) a formal binding ruling fromthe Entry and
Carrier Rulings Branch, Ofice of Regulations and Rulings, (2) a
nonbi ndi ng predeterm nation request sent directly to the
appropriate drawback office, or (3) submssion of all the
requi red docunentati on necessary to nmake a commerci al
i nterchangeability determ nation with each individual drawback
claimfiled. The details for the docunentation needed are
outlined in the regulations. 1In the interest of admnistrative
efficiency and because commercial interchangeability is no nore
restrictive than fungibility, all prior unrevoked rulings finding

nmer chandi se to be fungible may continue to be relied upon to
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establish comercial interchangeability and reapplication is
unnecessary for the sane nerchandi se.

Moreover, the party entitled to clai mdrawback under
8 1313(j)(2), as anmended by 8 632, has now been nore precisely
defined. Such party nust either be the inporter of the inported
mer chandi se, or nust have received, directly or indirectly, from
the inporter the inported nerchandi se, comercially
i nt erchangeabl e nerchandi se, or any conbination thereof. Thus,
the proposed regul ations allow for nultiple transfers of inported
or substituted nmerchandi se, but do not permt nultiple
substitutions (see 19 U . S.C 1313(j)(2) (O (ii)). Such transfers
nmust be docunented by a certificate of delivery. For exanple, it
woul d be perm ssible for party A to inport merchandi se, transfer
to party B comrercially interchangeabl e nmerchandi se docunented by
a Certificate of Delivery, and for party B to transfer the
commercially interchangeabl e merchandi se to party C docunented by
a Certificate of Delivery. |If party C exports the nerchandi se,
then party Cis entitled to claimdrawback, or to assign the
right to claimdrawback back through the chain of possession. To
be entitled to clai mdrawback, the claimant nust have been in
possessi on of the specific substituted nmerchandi se which is
exported or destroyed with drawback. In this latter respect, the
concept of possession under 8 1313(j)(2), as anended by 8 632, is
further elucidated, to expressly include ownership while in

bailnment, in |leased facilities, in transit to, or in any manner
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under the operational control of, the party claimng drawback.
Substitution of Finished Petroleum Derivatives

As amended by 8 632, drawback is payable under 8 1313(p) (19
U S C 1313(p)), upon the tinely exportation of an article which
is of the sanme kind and quality as a qualified article. A
qualified article is essentially either an inported, duty-paid
article, or a manufactured article that would be eligible for
drawback under 19 U. S.C. 1313(a) or (b), should such qualified
article itself be exported; furthernore, the qualified article,
to be such, nust be described in headings 2707, 2708, 2710-2715,
2901, and 2902, or in headings 3901-3914 (to the extent that
these latter headings apply to liquids, pastes, powders, granules
and fl akes), of the Harnonized Tariff Schedul e of the United
States (HTSUS).

Al so, for drawback to accrue under 8 1313(p), the exporter
of the exported article nust have inported the qualified article
or have manufactured it under 8 1313(a) or (b); or have purchased
or exchanged, directly or indirectly, the qualified article from
an inporter, or froma refinery or facility which produced the
article under 8 1313(a) or (b). 1In any event, the qualified
article nust have been manufactured, inported, or acquired by the
exporter in the aforenentioned nmanner, in a quantity at |east as
great as the quantity of the exported article. |In addition, the

exported article nmust be exported during the period in which the
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qualified article is manufactured or produced under 8§ 1313(a) or
(b), or within 180 days after the close of such period; or within
180 days after the date of entry of a qualified inported article.

To be of the sanme kind and quality as the qualified article
(solely for the purpose of 8 1313(p)), the exported article nust
fall wwthin the sanme 8-digit HISUS tariff classification as, or
be comrercially interchangeable with, the qualified article. The
dr awback payabl e pursuant to 8 1313(p) is 99% of the duty
attributable to the qualified article when the qualified article
is a mnufactured article that would be eligible for drawback
under 19 U. S.C. 1313(a) or (b) and 100% of the duty attributable
to the qualified article when the qualified article is an
i nported, duty-paid article and no such manufacture or production
under 8§ 1313(a) or (b) is involved (19 U . S.C. 1313(p)(4)).

Packaging Material

Section 632 also amended 19 U. S.C. 1313(j)(4), recodifying
this provision as 19 U S. C. 1313(q), to allow drawback on
inported material used to package or repackage goods that are
exported or destroyed under Custons supervision and are eligible
for drawback under the manufacturing, rejected or unused
mer chandi se drawback provisions (19 U S.C. 1313(a), (b), (c), or
(j)). Drawback is payable under the particular provision to
whi ch the packaged goods thensel ves are subject. The duty refund

on the packaging material is, of course, based on the particul ar



20
tariff provision under which the packaging material itself was
ent er ed.

Filing Under Wrong Subsection

Section 632 al so anmended the drawback law to provide that if
a claimant files for drawback under one provision of § 1313, and
Cust ons bel i eves that drawback is nore properly allowabl e under
anot her provision thereof, the claimmay sinply be deened filed
under such other provision and processed w th drawback
accordingly.

The legislative history to this provision nmakes it clear
that this provision is not intended to require Custons to
investigate all alternatives in addition to the clained basis
before |liquidating a drawback claimas presented. That is, the
burden of bringing to Custons attention the possible
applicability of the alternative subsection is on the clai mant,
not Custons. Clainmants who are denied drawback under the
provision clainmed miy raise alternative clains under another
provi sion by protest under 8 514 of the Tariff Act of 1930, as
anmended (19 U S. C. 1514) (see 19 CFR part 174).

Since 8§ 1313(r)(2) specifically requires that the claimbe
al | owabl e under such ot her subsection (i.e., not the subsection
under which the claimwas originally filed), the requirenents in
the Iaw for drawback under the other subsection nust be net. For

exanple, if the original claimis under subsection (a) or (b) and
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the other provision is subsection (j), exportation or destruction
woul d have to be within 3 years of inportation, not 5 years; if
the original claimwas under subsection (j) and the other
provi si on was subsection (c), the nerchandi se would have to be
tinmely returned to Custons custody for exportation or
destruction. These are statutory requirenents, and cannot be
wai ved.

Successorship Under 19 U.S.C. 1313(b) and (J)(2)

Under substitution manufacturing drawback, 19 U S. C
1313(b), the party manufacturing the articles on which drawback
is clained al so nust have used in manufacture the inported, duty-
pai d nerchandi se which forns the basis for the claim Simlarly,
under the substitution unused nerchandi se provision, 19 U S. C
1313(j)(2), in pertinent part, the drawback clai mant nust have
either inported the duty-paid nmerchandi se, or received fromthe
i nporter the inported merchandi se, commercially interchangeable
mer chandi se, or any conbi nation thereof (in addition to
possessi ng the exported or destroyed nerchandi se on which
drawback is clained).

Section 632 adds a new provision, codified as 19 U S. C
1313(s), which, under certain conditions, authorizes a business
entity (the successor) to obtain the pre-existing drawback
rights, whether vested or contingent, of another party (the

predecessor) in the course of either acquiring all or
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substantially all of the rights and liabilities of such party, or
acquiring the assets and business interests of a single plant,

di vision or other business unit of such party, provided, in the
case of the latter, that the value of the transferred property
(real and personal) as well as intangi bles, exceeds the val ue of
t he drawback rights.

As a result, in manufacturing drawback, 8 1313(b), this
enabl es a conpany to satisfy the "one manufacturer” requirenent.
Duty- pai d nmerchandi se used in manufacture by the predecessor
before the date of acquisition (the succession) may thus forma
basis for drawback on articles manufactured by the successor
after the date of succession. The use of the duty-paid
mer chandi se by the predecessor is inputed to the successor.

Li kew se, in substitution unused nerchandi se drawback,

8 1313(j)(2), under the general circunstances outlined above,
duty-paid nerchandi se inported by the predecessor before the date
of succession may forma basis for drawback on exported or
destroyed nerchandi se possessed by the successor after the date
of succession. The inportation of the duty-paid nerchandise is
inplicitly ascribed to the successor.

Simlarly, commercially interchangeabl e nmerchandi se received
by a predecessor before the date of succession (19 U S C
1313(s)(2)(B)) could becone the basis for drawback on substituted
mer chandi se recei ved by the successor after the date of

successi on.
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Agricultural Products Subject to Drawback

Section 404(e)(5) of the Uruguay Round Agreenents Act (URAA)
(Pub. L. 103-465), codified as 19 U. S.C. 1313(w) (1), states that
no drawback shall be available with respect to an agricul tural
product subject to an over-quota rate of duty established under a
tariff-rate quota, except pursuant to 19 U S. C 1313(j)(1)
(direct identification unused nmerchandi se drawback). In
addition, 8 422(d) of the URAA, codified as 19 U S. C. 1313(w (2),
provi des that drawback shall be avail able under 19 U S. C. 1313(a)
(direct identification manufacturing) on any tobacco recogni zed
as an agricultural product that is subject to an over-quota rate
of duty established under a tariff-rate quota.

Because this statute precludes the availability of drawback
"Wth respect” to a described agricultural product, the proposed
regul ati ons provide that no drawback will be avail abl e when
ei ther the designated inported merchandi se or the substituted
mer chandi se, if substitution drawback is clainmed, is such an
agricultural product. Additionally, based on the legislative
history to this provision of the URAA, which nmakes it clear that
the limtation on drawback applies only to nerchandi se for which
the over-quota tariff nust be paid (iL.e., only that exceeding the
gquantity provided for in the tariff rate quota), the proposed
regul ati ons make clear that the restriction applies to

mer chandi se or articles to which the over-quota tariff rate is
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appl i cabl e.
Major Administrative Changes

The proposed revision of part 191 al so presents several
adm ni strative changes and additions to the regul atory procedures
principally governing the manufacturing and unused nerchandi se
provisions (19 U S. C 1313(a), (b), and (j)).

Manufacturing Drawback "Contracts"

Under the current regul ations, Custons requires
manuf acturers or producers of articles intended for exportation
wi th drawback to apply for a so-called "specific drawback
contract" (see subpart B of part 191) or a so-called "general
drawback contract" (see subpart D of part 191).

In the case of the former, manufacturers or producers are
currently required to file with the appropriate Custons office a
proposal describing the manufacturing operation fully and the
met hod of conpliance with all requirenents of the drawback | aw
and regul ations, to nake a statenent as to the records which wll
be mai ntained, and to agree to follow the nmethods and keep
records concerning drawback procedures. Currently, Custons makes
avai | abl e sanpl e proposals to prospective drawback applicants who
request them Custons reviews proposals submtted by
manuf acturers or producers and, if the proposals conply with the
| aw and regul ati ons, approves the proposals by neans of a letter

of approval to the applicant and publication in the Custons
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Bulletin of a synopsis of the approved proposal.

In the case of the latter, Custons currently publishes in
the Custons Bulletin an offer for a "general drawback contract"”
in situations where nunerous manufacturers or producers have
simlar operations and wi sh to cl aimdrawback. Any manufacturer
or producer who can conply with the terns and conditions of the
publ i shed offer may adhere to it by sinply notifying a drawback
office in witing of its acceptance and providing certain
identifying information, after which the appropriate drawback
of fice acknowl edges, in witing, the letter of adherence.

After thorough review and consi deration of these procedures,
changes to the current term nol ogy for these procedures are
proposed. In the case of "specific drawback contracts", what
actually is involved is the request, by a prospective drawback
claimant, for a ruling, in a special format described by Custons
in the "sanple proposals” referred to in the current regul ations.
Custons reviews the request and, if it conplies wwth the | aw and
regul ations (e.qg., if the specifications proposed for sane-Kkind-
and-quality substitution under 19 U S. C. 1313(b) neet the
requi renents for such substitution), Custons grants approval of
the proposal. This is basically the procedure under which
adm ni strative rulings are obtai ned under part 177 of the Custons
Regul ations, with the addition for drawback of the special format
described in the "sanple proposals". Accordingly, it is proposed

to substitute for the "specific drawback contracts" provided for
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in the current regulations the term"specific manufacturing
dr awback rulings".

As is true in the current regulations, it is proposed that
unl ess operating under a general manufacturing drawback ruling
(currently, a "general drawback contract"; see discussion bel ow),
each manufacturer or producer of articles intended to be clai ned
for drawback will be required to apply for a specific
manuf act uri ng drawback ruling. Sanple formats for applications
(conmbi ned application under 19 U S. C 1313(a) and (b);
application under 19 U S.C. 1313(b); application under 19 U. S. C
1313(b) for petrol eumdrawback (T.D. 84-49); application under 19
U S C 1313(d); and application under 19 U S.C. 1313(g)) are
contai ned in Appendi x B of proposed part 191. Except for the
descri bed changes to the term nol ogy and conform ng changes
necessitated by the proposed changes to the regul ations, as
described in this docunent, the sanple formats for applications
for specific manufacturing drawback rulings contained in Appendi X
B are the sane as the correspondi ng sanpl e "specific drawback
contracts" currently nmade avail able by Custons to persons
requesting them

Also as is currently true in regard to "specific drawback
contracts", it is proposed that an application for a specific
manuf act uri ng drawback ruling be submtted to Custons
Headquarters which will reviewit for consistency with the | aw

and regul ati ons and, based upon such review, approve or
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di sapprove the application. |If approved, a letter of approval
W ll be issued to the applicant and a synopsis of the ruling wll
be published in the Custons Bulletin. |f disapproved, the
applicant will be pronptly notified, with notification of the
specific reason(s) for disapproval. A disapproved application
may be resubmtted wth nodifications and/ or expl anations
addressing the reasons given for disapproval, or the disapproval
may be appeal ed to another office in Custons Headquarters.

In the case of "general drawback contracts", what actually
is involved is the publication by Custons, as a Treasury
Deci sion, of the requirenents and specific interpretations for a
particul ar kind of operation (for exanple, certain manufactures
i nvolving orange juice (T.D. 85-110) or steel (T.D. 81-74)). The
operation is one used by nunerous manufacturers or producers. A
manuf act urer or producer using one of these operations nmay,
basically nerely by giving Custons notice, claimdrawback using
the procedures in a "general drawback contract”. Thus, these
procedures are basically a publication of a general ruling. It
is proposed to substitute for the "general drawback contracts”
provided for in the current regulations the term "general
manuf act uri ng drawback rulings".

As is true in the current regulations, it is proposed that a
manuf act urer or producer engaged in an operation that falls
within a published general manufacturing drawback ruling may

submt a letter of notification to give Custons notice of the
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manufacturer's or producer's intent to operate under the general
ruling. The current general rulings (for manufacturing under 19
U S C 1313(a) (T.D.s 81-234 and 83-123); nmanufacturing under 19
U S C 1313(b) for agents (T.D. 81-181); manufacturing under 19
U S . C 1313(b) for orange juice (T.D. 85-110); manufacturing
under 19 U. S. C. 1313(b) for steel (T.D. 81-74); manufacturing
under 19 U. S. C. 1313(b) for refined sugar (T.D. 81-92); and
manuf acturing under 19 U. S.C. 1313(b) for raw sugar (T.D. 83-59))
are contained in Appendi x A of proposed part 191. Custons
proposes to update this Appendi x whenever new gener al
manuf act uri ng drawback rulings are issued or any such existing
T.D.s are revised. Except for the described changes to the
term nol ogy and conform ng changes necessitated by the proposed
changes to the regul ations, as described in this docunent, the
general manufacturing drawback rulings contained in Appendix A
are the sane as the correspondi ng "general drawback contracts”
published in the existing referenced Treasury Deci sions.

Also as is currently true in regard to "general drawback
contracts”, the letter of notification of intent to operate under
a general ruling will be submtted to the drawback office where
drawback clains are intended to be filed, and will contain
certain identifying information. The drawback office is required
to acknowl edge, in witing, this letter of notification, after
which no further action is required before drawback clains may be

filed on the basis of the general manufacturing drawback ruling.
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These required procedures (i.e., notification and
acknow edgenent) are intended to facilitate Custons
adm ni strative processing of manufacturing drawback clains to be
filed.

Completion of Drawback Claims

In order to better ensure consistency and uniformty of
practice, the section of the regulations dealing with the
conpl eti on of drawback clains has been rewitten to clarify what
docunents constitute a conplete drawback claim The claimw |l
be considered to be conplete if all the required docunentation is
present with all the basic information provided.

In regard to certificates of manufacture and delivery, which
are a required part of a conplete claimwhen the claimis based
on such a certificate, it is recognized that a certificate of
manuf acture and delivery may relate to articles which are the
subj ect of nore than one drawback claim |In such an instance,
only one certificate of manufacture and delivery is required and
t he proposed regul ations specifically provide that certificates
of manufacture and delivery applicable to a claimnust be filed
with the claim unless previously filed with Custons (if previ-
ously filed, the certificates nust be referenced in the clain).

In cases in which there is sonme m nor change or addition
needed, such as a m ssing signature, nunbers added incorrectly,

information placed in the wong part of the form etc., the claim
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w Il be accepted and the 3-year tinme period to file a conplete
drawback claimafter the date of exportation will be met although
the clai mnust be corrected. However, if docunentation is m ss-
ing or the claimcontains major inaccuracies and inconsisten-
cies, the claimwll be rejected and returned to the claimnt for
correction. The claimw |l not be considered to have been ac-
cepted by Custons and the 3-year tine period wll not be consid-
ered to have been net by the filing of such an inconplete claim
Proposed rul es have al so been included to allow Custons to re-
quire claimants to restructure drawback clains in order to im
prove adm nistrative efficiency, as long as the restructuring is
not shown to be inpossible or inpractical for the claimnt.

The regul ations also differentiate between "perfecting" and
"anmendi ng" a cl ai mwhich has been accepted. The claimis
"perfected" when the claimant, in response to a request from
Custons, nmakes m nor changes to the claimor provides
docunentation in support of the claim The claimis "anended"
when a maj or change nmust be made to the claimsuch as the
designation of a different inport entry or the claimng of a
di fferent export.

Privileges

The proposed regul ati on establishes Wai ver of Prior Notice

to Export or Destroy Unused Merchandise (WPN) (8 191.91) and

Accel erated Paynent (AP) (8 191.92) as special privileges that
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may be requested by formal application. The Exporters' Sunmary
Procedure (ESP) is no |longer a special privilege because of the
changes in the filing requirements. ESP is now avail able to al
claimants as an option for establishing exportation. The
application requirenents for privileges are designed to address
key internal controls identified by the Treasury | nspector
Ceneral by providing Custons: (1) reasonabl e assurance of the
accuracy of drawback clains; and (2) a sufficient basis to
appropriately verify the validity of drawback clains. These key
internal controls are applicable when the issue is whether to
grant a privilege. Caimsufficiency would be determ ned on an
assessnent of past facts.

Custons will allow claimnts or exporters who hold existing
privileges to continue utilizing these privileges for a period of
one year after the effective date of the new drawback
regul ati ons. Those who want to continue these privil eges nust
reapply prior to the conclusion of the one-year period under the
requi renents of the new regulations. Privileges wll be revoked
unl ess the claimant reapplies. This revocation would apply to
all exportations subsequent to the revocation.

Claimants may continue with their privileges once the new
application has been submtted and received by Custons, unless
Cust ons deni es the new application. The one-year period provides
a reasonabl e opportunity for applicants to assenble and submt

the required material .
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Custonms will act on the application within 90 days of
subm ssion or notify the applicant in witing regarding the
reasons for requiring a longer tine for acting on the
application. Custons objective is to use the application process
as an opportunity to pronote informed conpliance in the drawback
pr ocess.

| f applications for privileges are received by Custons prior
to the date of publication (not effective date) of the final rule
in the Federal Register, Custons will process these applications
based on the current drawback procedures and regulations in
pl ace. C aimants nust understand that even though the
applications will be processed under the drawback regul ati ons and
procedures in place at the tine of receipt of the applications,
they will still be required to reapply for these privileges
wi thin one year fromthe effective date of the new drawback
regul ations. Therefore, Custonms woul d encourage new applicants
to prepare their applications under the guidelines of the new
regul ati ons.

Notice of Intent to Export or Destroy

Claimants filing a claimunder 19 U S. C. 1313(j) or (c) nust
notify Custons prior to exportation or destruction (notice of
destruction procedures also are applicable to drawback under 19
U S C 1313(a) and (b)). This notice should be filed at the port

of intended exam nation or destruction. It must provide the
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i nformati on needed by Custons to determne if the merchandi se
shoul d be exam ned. Under 8§ 1313(c), the nerchandi se nust al ways
be returned to Custonms custody. Custons intends to nake this
determ nation in an expedited manner and it will notify the party
designated on the Notice of Intent to Export or Destroy of its
decision. It is the responsibility of the filer to deliver the
goods in a pronpt manner once the filer receives notice of
Custons decision to exam ne the nmerchandi se. Custons will work
with the claimant if a problem arises on how pronptly the
mer chandi se shoul d be presented to Custons, but it should be done
as pronptly as is reasonably possible.

The terns "present”, "presented", and "presentation", as
used in proposed 8 191.35(c) and (d) and in proposed
8§ 191.91(c)(21)(iv), nmean the actual transporting of the
mer chandi se to a | ocation where Custons can examne it. Such
transporting of the nmerchandi se, however, is to take place only
after Custons has notified the exporter or claimnt of Custons
deci sion to exam ne the merchandi se.

There are two different situations which are envisioned
here. The first is a situation in which exam nation takes pl ace
at the prem ses of the claimnt or exporter. The second is a
situation in which the exporter or claimnt transports the
mer chandi se to a Custons designated |location. |In either of these
situations, arrangenents nust be made nutual |y between Custons

and the exporter or claimnt.
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For exports that occur on or after the effective date of the
regul ations, a Notice of Intent to Export or Destroy nust be
filed with Custons, unless the exportation is covered by an
exi sting waiver of prior notice. For destructions, a Notice of
Intent to Export or Destroy nust continue to be filed with
Custons in all cases.

In addition, the notice of exportation form (Custons Form
7511) would be elimnated, and the drawback entry forns woul d be
consolidated into one form (Custons Form 331). Furthernore, a
new form woul d be devised on which a party woul d gi ve advance
notice of intent to export or destroy nerchandise or articles for
dr awback purposes.

In recognition of the realities of the marketplace, it is
further proposed to reduce the tinme frane fromthe current period
of 5 working days to 2 working days fromthe date of intended
exportation, wthin which prior notice of intent to export,
unl ess wai ved, must be given to Custons for unused nerchandi se
drawback, 19 U.S.C. 1313(j). A new Custons form (not a drawback
entry form will be devised on which prior notice would be given.
Unl ess the cl ai mant shoul d be advi sed by Custons to the contrary
during this 2-day period, the subject nmerchandi se could
thereafter be exported w thout delay. A drawback entry woul d
later be filed with Custons.

The proposed regul ations allow a drawback claimto be filed

for qualifying nmerchandi se which has been destroyed under Custons



35
supervi sion. However, if a drawback claimant has not filed the
Notice of Intent to Export/Destroy at |east 7 working days prior
to the intended destruction of the nerchandise, the Custons
Service nust reject the drawback claim

Once the Notice of Intent to Export or Destroy has been
filed, the Custons Service has four working days to advise the
party filing the notice as to whether Custonms will wtness the
destruction. |If the party is not so notified wthin four working
days, the nerchandi se nay be destroyed w thout delay and the
destruction wll be deemed to have occurred under Custons
supervi si on

Evi dence of destruction nust be included with the drawback
claim

For multiple or continuous drawback destructions ot her
prearranged procedures may be devel oped with the applicable
drawback office to foster admnistrative efficiency.

Retroactive Waiver of Notice of Intent to Export

The proposed regul ations elimnate the retroactive wai ver
practice which was reported as a significant internal control
weakness by the Treasury |Inspector General. However, the
proposed regul ations allow a one-tine opportunity for drawback
clains under 19 U . S.C. 1313(j) on nerchandi se which a party
exported or destroyed w thout having provided Custons with prior

notice. This was included to: (1) provide a reasonable nethod
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for first time claimants or exporters who were not aware of the
requirenent for prior notice of intent to export to obtain such
drawback; and (2) nmake potential clainmants aware of the waiver
privilege and how to apply for it.

More than one claimmay be included in this one-tine
opportunity, subject to the tine requirements for filing conplete
claims (three years fromthe date of export). This would enable
claimants to file for unused nerchandi se drawback on exportations
whi ch occur before the claimant may have known of the requirenent
for prior notice of intent to export.

Waiver of Notice of Intent to Export

Cl ai mants and exporters may apply for a waiver of the
requi renent (under proposed 8§ 191.35) to notify Custons of intent
to export unused nerchandi se. The proposed regul ations require
that applications include sufficient information about
mer chandi se, export activities and recordkeeping to provide
Cust ons reasonabl e assurance that nerchandi se subject to drawback
clains will be unused and exported. The information will also
give Custons a sufficient basis for verifying unused nerchandi se
dr awback cl ai ns.

When applying for the waiver or the one-tine application to
file drawback clainms on past exports, as provided for in proposed
8§ 191.36 of the regulations, a certification by the claimant is

required. The claimant nmust certify the ability to support with
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busi ness, |aboratory or inventory records (prepared in the
ordi nary course of business) that the inported and exported or
substituted nmerchandi se (as applicable) was not used in the
United States and, if substituted, was commercially
i nterchangeable with the inported nerchandi se. The certification
must al so state that docunentary evidence establishing conpliance
with all other applicable drawback requirenents is |ikew se
available. What is generally referred to is evidence (when
appl i cabl e):

1. O possession of the substituted nmerchandise within
statutory tinme periods.

2. That the export and inport transactions upon which the
claimis based are within statutory tine peri ods.

3. That the exportation is bonafide.

4. That Certificates of Delivery, when necessary, are in
t he possession of the clai mant.

5. That any waivers or assignnents fromone party to
anot her, when necessary, are in the possession of the clai mant.

6. That any facts or conditions to conplete the claimcan
be supported, such as those for successorship.

It is proposed that Custons approval of an application for
the wai ver of prior notice privilege would be conditioned from
the outset on the agency's right to imedi ately stay the
privilege holder's operation under the privilege, for a specified

reasonabl e period, should the agency desire for any reason to
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exam ne the nerchandi se being exported wth drawback for purposes
of verification. This key proposed |imtation on the grant of
approval of the privilege wuld not be an adverse action,
suspension, or other formof sanction against the privilege or
privilege holder. Rather, it is a proposed restriction on the

grant of the privilege itself. See, e.qg., Atlantic Richfield Co.

v. United States, 774 F.2d 1193, 1201 (D.C. Cr. 1985). The

Custonms Service believes this limted privilege structure woul d
best protect the revenue and the public interest in sound
adm ni stration of the drawback program Accordingly, the agency
proposes to provide the privilege holder a letter notifying it of
any stay, specifying the reason(s) therefor, and the period in
which the stay will remain in effect. The stay would expire at
the end of the period specified in the agency's letter, or such
earlier date as the agency notifies the privilege holder in
witing that the reason for the stay has been satisfied. After
the stay is lifted, operation under the privilege could resune.
The nmere lifting of a stay is not tantanmount to a certification
of conpliance; it sinply reactivates the agency's predictive
judgment in granting the privilege in the first place.
Accelerated Payment of Drawback

As is true under the current regul ations, accelerated (i.e.,

before |iquidation) paynent of drawback clains is available for

drawback cl ai ns under the manufacturing, rejected, or unused
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mer chandi se law, as well as clainms under the law for substitution
of finished petroleumderivatives. The proposed regul ations
require that applications for this privilege include sufficient
i nformati on about the applicant and its drawback program
i ncludi ng specific information about the bond coverage that the
applicant intends to use to cover accel erated paynent of
drawback, to provide Custons reasonabl e assurance agai nst | osses
to the revenue when accel erated paynents of drawback are nade.
The proposed regul ations also require a certification by the
applicant that all applicable statutory and regul atory
requi renents for drawback will be net and a description (with
sanpl e docunents) of how the applicant wll ensure conpliance
with these requirenents. The detail required in this description
will vary, depending on the size and conplexity of the
applicant’s accel erated drawback program To assist applicants,
Custons w Il make available a sanple format for requests for
accel erated paynent of drawback.

It is proposed that Custons would review and verify the
information submtted in and with the application and, based on
that information (and any additional information relating to the
application requested by Custons), and the applicant’s record of
transactions with Custons, Custons woul d approve or deny the
application. Criteria for Custons action, including the presence
or absence of unresolved Custons charges, the accuracy of the

claimant’ s past clains, and whet her any previously approved
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drawback privilege was revoked or suspended, are specifically set
forth in the proposed regul ation.

I f an applicant is approved for accel erated paynent of
dr awback, the applicant would be required to furnish a properly
executed bond in an amount sufficient to cover the estinmated
anount of drawback to be clained during the termof the bond,
subject to increase if the anobunt of the bond is exceeded.
Drawback clainms for which accel erated paynent of drawback was
request ed and approved would be certified for paynent within 3
weeks after filing, if a conponent for electronic filing of
drawback cl ai ns, records, or entries which has been inplenented
under the National Custons Automation Program (NCAP) (19 U.S. C
1411 - 1414) is used, and within 3 nonths after filing otherw se.
In regard to electronic filing of drawback clains, currently
procedures exist for electronic filing of certain "coding sheet”
data as a part of drawback clainms. The agency is working on the
devel opnent of the drawback conponents under NCAP, in accordance
wWth its responsibilities under the cited statutory provisions.
It is anticipated that by the effective date of a Final Rule, a
conponent for electronic filing under NCAP wi |l have been
properly inplenented so that participants will be able to take
advant age of the 3-week tinme period in the proposed regul ati ons.

As is true of waiver of prior notice (see above), approval
of the accel erated paynent drawback privilege would be

conditioned fromthe outset on the agency's right to i mredi ately
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stay operation of that privilege, for a specified reasonabl e
period, should the agency desire for any reason to exam ne
conpliance with the drawback | aw and regul ations for purposes of
verification. Cains filed in the absence of a privilege, or
during the effect of a stay, would be paid in the normal manner -
upon |iquidation of the associated drawback entry(ies). However,
if an accel erated paynent privilege is granted, or reactivated
after a stay, paynent could proceed according to such privilege
notw t hstanding that the claimwas filed in absence of such
privilege or during a stay.
Harmonized Tariff Schedule Or Schedule B Numbers

A fundanental requirement for drawback is that there be a
duty-paid inportation and an exportation and that the cl ai nant
have evidence to prove each. Under the |aws and regul ations
governing dutiable entries for consunption (see 19 U.S. C. 1484,
1498 and 19 CFR parts 141, 142, and 143), the tariff
classification is required fromthe inporter of record of the
mer chandi se. Such tariff classification is required to be shown
on the entry summary and ot her docunentation, including the
i nvoi ce for the nerchandise (19 CFR 141.61(e), 19 CFR 141.90(b)).
Under 19 CFR 141.61(e), the statistical reporting nunber required
by the General Statistical Notes (GSN s) of the Harnonized Tariff
Schedul e of the United States (HTSUS) (10-digit nunber, see GSN

3), isrequired to be shown on the entry summary and other entry
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docunentation. These docunents (i.e., entry sunmaries and ot her
entry docunentation, such as invoices) conprise evidence which is
used to establish duty-paid inportation of inported nerchandise
for drawback purposes.

The correct commodity nunber from Schedule B, Statistical
Cl assification of Donestic and Foreign Commodities Exported from
the United States, is required by the Census Bureau to be
provi ded for exported nerchandise. This Schedule B commodity
nunber is required to be entered in the space provided on the
Shi pper’s Export Declaration (SED) form (15 CFR 30.7(1)) (for
nost exports to Canada, no SED is required (see 15 CFR 30.58; see
al so Departnent of Commerce Final Rule published in the Federal
Register on Novenber 30, 1990 (55 FR 49613))). Under GSN 5 of
the HTSUS, as well as in the "Notice to Exporters” follow ng GSN
5 of the HTSUS, the HTSUS statistical reporting nunbers referred
to in the precedi ng paragraph may, with certain exceptions, be
substituted on the SED in place of conparabl e Schedul e B nunbers.
The SED, with other docunentation, conprises evidence which is
used to establish exportation for drawback purposes.

In regard to inports, the proposed regul ations would require
claimants to provide on all drawback clains they submt the HTSUS
nunber, to the six-digit level, for the designated inported
mer chandi se. When such clainmants are inporters of record, the

HTSUS nunber woul d be provided fromthe entry summary(s) and
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ot her entry docunentation under which the nmerchandise originally
entered the country. Wen such claimants are not inporters of
record (and thus would have received a Certificate of Delivery or
a Certificate of Manufacture and Delivery for the inported
mer chandi se (or substituted nerchandise in certain cases; see
bel ow)), the HTSUS nunmber would be provided fromsuch Certificate
(see bel ow).

Also in regard to inports, the proposed regul ati ons woul d
require inporters of record and any other party(ies) preparing
Certificates of Delivery and Certificates of Manufacture and
Delivery to provide the HTSUS nunber for the inported
mer chandi se, to the six-digit level, on such Certificates. Any
internmedi ate party(ies) receiving nerchandise on a Certificate of
Delivery would be required to transfer it to another party using
such a Certificate. |If the party preparing the Certificates is
the inmporter of record, the HISUS nunber would be fromthe entry
summary(s) and ot her entry docunentation under which the
mer chandi se originally entered the country. |If the party
preparing the Certificates is another party (e.g., an
internedi ate party), the HITSUS nunber would be fromthe
Certificate on which that party received the nerchandi se, and
thus ultimately be derived fromthe entry summary(s) and ot her
entry docunentati on.

The requirenent for the HTSUS nunber on the Certificates of

Delivery and Certificates of Manufacture and Delivery is



44
necessary because, under the proposed regul ati ons, these
Certificates would no | onger be part of the drawback entry form
as is currently true. In the case of Certificates of Delivery,
those Certificates will not be filed with a claim they wll be
required to be in the possession of the claimant at the tine that
aclaimis filed. Therefore, for Certificates of Delivery, the
HTSUS nunber nust be on both the Certificates and the claim(so
that the claimpreparer can derive the HISUS nunber, ultinmtely,
fromthe entry summary(s) and other entry docunentation and so
that that HTSUS nunmber is on the drawback claimfiled with
Custons). In the case of Certificates of Manufacture and
Delivery, such Certificates are required to be filed with a claim
or to have been previously filed wth Custons and are necessary
parts of a conplete claim Therefore, providing the HTSUS nunber
on the Certificates, if a claimis based on such certificates,
satisfies the requirenent for providing the HTSUS nunber on the
claim(i.e., if aclaimis based on Certificate(s) of Manufacture
and Delivery filed with the claimor previously filed with
Custons, the HTSUS nunber need only be on the Certificate(s) and
not the drawback entry form.

In addition, in the case of the transfer of nerchandi se
substituted for the inported nerchandi se under 19 U S. C
1313(j)(2) or 19 U.S.C. 1313(p), the proposed regul ati ons would
require the claimand any Certificate of Delivery or Certificate

of Manufacture and Delivery (see above) to bear the tariff
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nunbers, to the six-digit level, for the substituted nerchandi se.
This additional information proposed to be required for
substituted nerchandi se is necessary to establish conpliance with
the drawback statute (i.e., either as one of the criteriato
establish comercial interchangeability for purposes of
8 1313(j)(2), see House Report No. 103-361, supra, page 131, and
Senate Report No. 103-189, supra, page 83, or to establish sane
kind and quality for purposes of 8§ 1313(p), per the explicit
| anguage in that subsection itself).

In regard to exports, the proposed regul ations would require
all drawback claimants to provide on all drawback cl ains they
submt the Schedul e B nunbers, or HTSUS nunbers substituted
therefor, for the exported merchandi se or articles upon which the
clains are based. These nunbers would be provided fromthe
SED(s) for such exported nerchandise or articles, when an SED i s
required. If no SEDis required (e.qg., for certain exports to
Canada (15 CFR 30.58)), the claimant is required to provide the
Schedul e B commodity nunber(s) or HITSUS nunber(s), to the 6-digit
| evel, that the exporter would have set forth on the SED, but for
the exenption fromthe requirenent for an SED

Consi stent with the stated intent of both the House
Comm ttee on Ways and Means and the Senate Conm ttee on Finance,
al t hough the anended drawback law will allow claimants to nake
greater use of drawback, Custons wll be able to ensure greater

conpliance through the use of enhanced penalty and aut omat ed
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drawback sel ectively prograns authorized el sewhere in the NAFTA
| mpl enmentation Act (see 19 U. S.C. 1593a, and its legislative
history in House Report No. 103-361, supra, page 130, and Senate
Report No. 103-189, supra, page 81). Custons intends the above-
descri bed proposed requirenents, incorporating already required
HTSUS and Schedul e B commodity nunbers into the drawback claim
itself, to directly serve those specified nmeans for achieving
greater conpliance. Mre generally, the above-described proposed
requi renents al so serve the basic automation goals behind Title
VI (Custons Modernization) of the NAFTA | npl enentation Act.
These proposed requirenments will result in nunmerical descriptions
of merchandi se or articles instead of narrative descriptions,
which are far nore anenable to el ectronic processing and
automation. That is, since HITSUS and commodity nunbers are the
basic terns of reference for inports and exports of nerchandi se,
inclusion of this information in drawback clains is necessary for
Custons to be able to offer the enhanced el ectronic processing,
uniformty, and automation Congress intended (see, House Report
No. 103-361, supra, pages 106-107; Senate Report No. 103-189,
supra, pages 63-64).

For inports, the proposed requirenent will go into effect
for nmerchandi se entered, or w thdrawn from warehouse, for
consunption on or after the effective date of the regul ations.

For exports, the proposed requirenent will go into effect for

exported merchandi se or articles exported one year after the
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effective date of the regul ations.
Procedures to Evidence Exportation

It is the obligation of the claimant to have adequate
evi dence of export to support his drawback claim There may be
cases where the consignee shown on the bill of lading is not the
ulti mate consi gnee, or where, to retain comerci al
confidentiality, the identity of the ultimte consignee is not
known to the claimant. The current practice in such a situation
is for the exporter to either cut out or blank out the name of
the ultimte consignee fromthe proof of export submtted to the
cl ai mant .

As noted above in this background, under "Privileges", the
Exporter’s Summary Procedure (ESP) would no | onger be a speci al
privilege, but would be available to all claimnts as an option
for establishing exportation. It is proposed to revise the
current subpart regardi ng evidence of exportation (subpart E)
accordingly. That is, the proposed regulations would list the
al ternative procedures for establishing exportation (actual
evi dence of exportation, export sunmary, certified export invoice
for mail shipnments, notice of lading for supplies for certain
vessels or aircraft, and notice of transfer for articles
manuf actured or produced in the United States which are
transferred to a foreign trade zone). The actual evidence of

exportation alternative is nodified to nmake it clear that the
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docunentary evidence listed therein consists of originals of the
i sted docunents, or certified copies thereof (the current
regul ations omt the word "original"). In addition, the
"Chronol ogi cal Summary of Exports", provided for in the ESP
regul ations, is proposed to be sinplified to list only necessary
information (date of export, unique export identifier (explained
in a footnote) description, net quantity, Schedule B nunber or
HTSUS nunber (see discussion of Harnonized Tariff Schedul e or
Schedul e B Nunbers in this background), and destination).

Selectivity

The U. S. Custons Service has had an electronic selectivity
programin operation for its National Drawback Program since
1994. The present systemis a random statistical sanpling whose
met hodol ogy is based on the drawback claimant's overall history
with Custonms. This selectivity systemw || be further expanded
inlate 1996 to becone a two-tier system whereby rules and
criteria elenments such as tariff classification nunbers of the
subj ect nerchandi se and articles, inport and export |ocations,
etc., would be used to evaluate risk and designate the |evel of
Custons review of the claim After this initial review, a random
statistical targeting based on the claimnt and the claimnt's
overall history with Custons would al so be run (see Item 4 under
di scussion of |iquidation, below).

Drawback Compliance Program
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The drawback conpliance programis designed to all ow Custons
to reviewclainms in a post audit node on an account basis rather
than transaction by transaction. Any person, corporation or
busi ness may be certified as a participant in the drawback
conpliance program Under 19 U S.C. 1593a(e), claimants and
other parties in interest may participate. A "party" is
considered to include any person or conpany who is involved in
provi di ng data on which a drawback cl ai m may be based or who is
t he drawback claimant. This would include inporters,
internediary parties and drawback claimants. Therefore, any
party that provides information or docunentation to one who
intends to file a drawback claimis encouraged to participate in
t he drawback conpliance program

Custons wi || be publishing another regul atory package in the
Federal Register concerning penalties. That package, which wll
be subject to public coment, will set forth mtigation
gui del i nes.

I n evaluating a drawback conpliance application package,
Custons will consider the follow ng factors:

-Si ze of the conpany;

-Nature of the business;

- Type of drawback clains being filed,;

- Nunber of clains being filed.

In addition, depending on the conplexity of the applicant's
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actual drawback program Custons may request additional
information or details before nmaking its deci sion.

It is anticipated that the initial nunber of requests wll
make it difficult to approve applicants within a specified tine
peri od.

For corporations that have various business units and
di visions, are decentralized or use several brokers to adm nister
all or part of their drawback program each entity may apply
separately for the drawback conpliance program

Identification By Accounting Methods

For those situations in which the statute does not all ow
substitution of nmerchandise or articles (see above), and in which
a conpany is not able to specifically identify nerchandi se or
articles (e.qg., by serial nunber), accounting nethods may be used
to determine the identity thereof. Such identification may be
made on the basis of a conpany's records, rather than on the
basis of the actual physical novenent of the inventory. Previous
regul ations and rulings required that nerchandise or articles be
commingled in the same inventory location in order for a conpany
to use an accounting nethod to identify the merchandi se or
articles. The proposed regulations clarify that such conm ngling
is allowed, but not mandated, and that a conpany's records wl|
be the determ ning factor in the enploynent of an accounting

met hod.
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Four accounting nmet hods are approved for use in the proposed
revision of part 191: first-in, first-out (FIFO, last-in, first-
out (LIFO, |owto-high, and wei ghted average. Provision is also
made for Custons to approve either a nodification of one of these
met hods, or a different method. These proposed regul ations
reflect Customs position that a properly established turn-over
period may be used to establish tinely use in manufacture or
production of the inported designated and ot her (substituted)
mer chandi se under 19 U . S.C. 1313(b), and the manufacture or
production of the finished articles under 19 U S.C. 1313(a) and
(b). These proposed regul ations al so incorporate the criteria
set forth in T.D. 95-61, 60 Fed. Reg. 40995 (August 11, 1995),
and are designed to provide a greater degree of predictability in
the accounting nethods that nmay be approved for drawback
pur poses.

Recordkeeping

Records are required to be kept to establish conpliance with
the requirenents in the drawback | aw and the regul ati ons issued
under that law. Individual records are identified and descri bed
in the proposed revision of part 191 at the point where the
requi renents underlying those records are found.

Records supporting the information contained in any docunent
required for filing a drawback claimwould have to be maintained

by the claimant or by the responsible party (e.qg., inporter,
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exporter, possessor). |If deficiencies are revealed in the
underlying records on which a drawback claimis based, the
paynment of the clai mwould, of course, to this extent be
adversely affected, notw thstanding that such records were
gener ated and mai ntai ned by persons other than the clai mant.
Regarding the retention period for records kept by parties other
than the claimant, it is the responsibility of such parties to
communicate with the claimant to determ ne when a related claim
for drawback has been filed and paid by Custonms. The retention
period for certificates of delivery begins upon their issuance
(19 U S . C 1313(t)). In addition, the retention period for
records generally, including that for certificates of delivery,
ends 3 years after the date of paynent of the related claim
Not wi t hst andi ng the recordkeeping retention requirenents,
claimants are urged to maintain records that support the claim
until the liquidation of the drawback entry beconmes final.
Mor eover, records not specifically subject to recordkeepi ng
retention which are maintained by a clainmnt, and support a
claim ought to be maintained until the liquidation of the
drawback entry becones fi nal
Redistribution of Drawback Workload

Custonms may transfer drawback clains to a | ocation other

t han where they were originally filed to ensure the tinely and

efficient processing of the clains. This would occur primarily
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to evenly distribute the drawback clains or because an office has
a particular expertise with a specific account or product.
Custons believes that this is an internal Custons work managenent
i ssue which does not require regulatory action. Therefore, the
proposed regul ati ons do not address this issue. However, Custons
recogni zes the public's concerns over the possibility of |ost
docunentation or delays in processing. Custons wll devel op
procedures to safeguard docunents that are mailed and to nonitor
the tine to process them Custons believes that, until a fully-
devel oped sel ectivity system and conpliance program are
operating, quicker, nore efficient and nore accurate processing
of drawback clains will be the result of transferring clains
anong offices. If a claimis transferred for processing, the
notice of liquidation of the associated drawback entry w ||
remain the bulletin notice of |iquidation posted at the port
where the drawback claimwas originally filed.

Liquidation of Drawback Entries
The commttee reports of both the Senate and House comment ed
on their expectation that Custonms drawback regulations wll take
into account the various tine frames for recordkeeping, filing
cl aims, amendnents, and clarifications, and for auditing and
i quidating drawback entries. Custons believes that these
proposed regul ati ons have addressed many of the Commttees

concerns, specifically in proposed 88 191.25, 191.26, 191. 37,
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191.51, 191.52, 191.53, 191.61, and 191.62. These proposed
regul ati ons do not, however, specify a tinme frame for |iquidating
drawback entries. This is because Custons believes that, absent
statutory | anguage such as the "deened |iqui dated" |anguage of 19
U S C 1504, it lacks the authority to specify a deadline after
whi ch the drawback entry is "deenmed |iqui dated" as entered.

Custons is aware of the Congressional and trade interest in
shortening the tine between the filing of a drawback entry and
the liquidation of that entry. Custons is pursuing the follow ng
actions in order to reduce the tinme in which to liquidate
drawback entries:

1. Custons has established 11 new positions and filled
vacancies in all 8 drawback offices in order to bring themup to
their designated staffing | evels;

2. Custonms has devel oped and delivered standardi zed,
national training to all drawback specialists (not just the new
specialists) in Fys '95 and ' 96;

3. Customs has devel oped automated tools (initially,

di skette filings and ABI transm ssion of drawback clains) to nore
quickly identify, reject and return to filers clainms that do not
meet mninmum filing standards.

4. Custons has developed and is inproving a selectivity
systemin ACS which already has reduced the nunber of designated
inport entries that nust be physically retrieved by the drawback

office, prior to liquidation of related drawback entries.
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Enhancenents to this systemw || eventually |lead to virtual
"instant |iquidation" of those drawback entries not sel ected by
the systemfor pre-liquidation scrutiny by the drawback
speci al i sts.

5. Through the Drawback Conpliance Program and increased
use of claimant interviews and visits for claimants not in the
Dr awback Conpliance Program Custons expects to inform drawback
claimants of their responsibilities with respect to filing and
supporting their clains as well as to | earn about claimants’
drawback prograns, recordkeeping, and internal controls. In the
past, when drawback specialists questioned the clains, or sought
evi dence to support the claim they often relied upon Regul atory
Audit. Wth better staffing and training, as well as use of
interviews with claimnts, Custons expects that the nunber of
referrals to Regulatory Audit wll significantly decrease.

6. In partnership with trade groups, Custons plans to use
nmeeti ngs, conferences, publications, satellite neetings and ot her
foruns, to educate and to |learn from cl ai mants.

7. The largest single reason for the delays in |liquidating
drawback entries is that the designated inport entry has not been
[ iquidated. Approximately 75% of entries withheld from
i qui dati on are because of suspensions under the antidunping or
countervailing duty | aws; however, antidunping and countervailing

duties are not subject to drawback. |In recognition of this,
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Cust onms announced in the Federal Register on May 17, 1996, a
pilot of the reconciliation process provided for in 19 U S. C
1484(b) (as anmended by 8§ 637 of the NAFTA I npl enentation Act) for
entry summari es suspended under the antidunping or countervailing
duty laws. The use of the reconciliation entry process wll
allow for the liquidation of the ordinary duty on these entry
summari es, thereby expediting the Iiquidation of the drawback
entries referencing those inport entries.

Custons believes that these actions, taken together, wll
bring about faster |iquidation of drawback entries, thereby
addressi ng the Congress's concerns.

COMMENTS

Cust ons has consulted extensively with the drawback
community/trade in formulating these proposed regul ations. Three
drafts of the proposed regul ati ons were nade available to the
public through Custons Autonmated Broker Interface (ABI) and the
Custons Electronic Bulletin Board. Copies were also sent out to
i nterested persons upon request. Additionally, since January
1992, Custons nmet 42 times with various groups representing
drawback cl ai mants, exporters, brokers, attorneys, and
consultants to explain and discuss its proposals. In the sunmer
of 1995, the trade expressed its continuing dissatisfaction with
the nodifications Custons had made based upon coments to those

earlier drafts.
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At the request of the American Association of Exporters and
| nporters, Custons agreed to continue these informal rul emaking
consultations with trade groups in a series of neetings. These
nmeetings were a continuation of the previous infornmal
consultations with the trade. They were not a negotiation,
medi ati on or a formal rul emaking procedure as provided for in the
Negoti ated Rul enaki ng Act of 1990 (Public Law 101-648, codified
at 5 US C 561 et seq.). Oher groups that participated in
t hese neetings were the National Council on International Trade
Devel opnent, the National Custons Brokers and Forwarders
Associ ation of America, and the Anerican PetroleumlInstitute.
The Custons participants represented the Trade Conpli ance program
managers at Headquarters, the Ofice of Regulations and Rulings,
field drawback offices, and Regulatory Audit. In view of
concerns regardi ng Custons obligations under the Chief Financial
O ficer Act of 1990 (Public Law 101-576), representatives of the
Treasury |Inspector CGeneral and the Custons O fice of Financial
Managenment al so participated. In addition, coments and
recomendations fromthe public, the trade and Custons drawback
of fices were considered in this process.

These proposed regul ations are subject to the requirenents
of the Adm nistrative Procedures Act (5 U S.C. 553), which
requires Custons to give notice and afford interested persons the
opportunity to coment on the proposed rules. Therefore, before

adopting this proposal, full consideration will be given to any
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witten comments (preferably in triplicate) that are tinely
submtted to Custons. The comments submtted wll receive ful
consideration and only Custons staff will prepare the anal ysis of
the coments submtted in response to this notice of proposed
r ul emaki ng.

In view of Custons extensive consultation with groups of
i nterested persons, Custons believes that a 60-day comrent period
i s adequate for review and comment by all interested parties.
| nterested persons are encouraged to file their conmments within
t he 60-day peri od.

Al l such comments received fromthe public pursuant to this
notice of proposed rulemaking wll be available for public
i nspection in accordance with the Freedom of Information Act (5
US C 552), § 1.4, Treasury Departnent Regul ations (31 CFR 1.4),
and 8 103.11(b), Custons Regulations (19 CFR 103. 11(b)), during
regul ar busi ness days between the hours of 9:00 a.m and 4: 30
p.m at the Regul ations Branch, 1099 14th Street, NW, Suite
4000, Washington, D.C.

REGULATORY FLEXIBILITY ACT AND EXECUTIVE ORDER 12866

The proposed rul e woul d amend the Custons drawback
regul ations principally to reflect changes to the | aw occasi oned
by the Custons nodernization portion of the NAFTA | npl ementation
Act. The proposed rule also makes certain adm nistrative changes

to the existing regulations which are essentially intended to
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sinplify and expedite the filing and processing of clains for the
paynment of drawback, and it generally revises and rearranges
these regulations to inprove their editorial clarity. As such,
under the Regulatory Flexibility Act (5 U S.C 601 et seq.), it
is certified that the proposed rule would not have a significant
econom c i npact on a substantial nunber of small entities. Thus,
it 1s not subject to the requirenents of 5 U.S.C. 603 or 604, nor
would it result in a "significant regulatory action" under E. O
12866.

PAPERWORK REDUCTION ACT

The collection of information contained in this notice of
proposed rul emaki ng has been submtted to the Ofice of
Managenent and Budget for review in accordance with the Paperwork
Reduction Act of 1995 (44 U.S.C. 3507).

An agency may not conduct or sponsor, and a person is not
required to respond to a collection of information unless the
collection of information displays a valid control nunber.

The collection of information in this docunent is in
88 191.0 - 191.195. This information is necessary and will be
used to enforce the requirenents of the drawback | aw and protect
the revenue. The likely respondents and/or recordkeepers are
busi ness and other for-profit institutions.

Esti mat ed annual reporting and/or recordkeepi ng burden:

216, 650 hours.
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Esti mat ed average annual burden per
respondent /recor dkeeper: One hour for providing Harnonized Tariff
Schedul e nunbers; 60 hours for Drawback Conpliance Program
partici pation.

Esti mat ed nunber of respondents and/or recordkeepers: 7,000.

Esti mat ed annual frequency of responses: On occasi on.

Comments on the collection of information should be sent to
the O fice of Managenent and Budget, Attention: Desk Oficer of
t he Departnent of the Treasury, Ofice of Information and
Regul atory Affairs, Washington, D.C. 20503. A copy should al so
be sent to the Regul ations Branch, Ofice of Regul ations and
Rulings, U S. Custons Service, 1301 Constitution Avenue, N W,
Washi ngton, D.C. 20229. Comments should be submtted within the
time frane that coments are due regarding the substance of the
pr oposal .

Comments are invited on: (a) whether the collection of
information is necessary for the proper perfornmance of the
functions of the agency, including whether the information shal
have practical utility; (b) the accuracy of the agency's estinate
of the burden of the collection of the information; (c) ways to
enhance the quality, utility, and clarity of the information to
be collected; and (d) ways to mnim ze the burden of the
collection of information on respondents, including through the
use of automated collection techniques or other forns of

i nformation technol ogy.



PARALLEL REFERENCE TABLE
[ This table shows the relation of sections in the proposed

revision of part 191 to existing part 191.]

Revi sed section A d section
191.0. .. .o 191. 0.
191.0a. . ... New.

100, 1. ... 191. 1.
191.2(@) . oo oo 191. 2(p) .
191.2(b) . oo New.

191, 2(C) e v oe e e New.
191.2(d) . v oo New.
191.2(€) . v o v et e New.

191 2(F) . oo 191. 2(b).
191.2(9) e v o e e e New.
191.2(h) .o 191. 2(j).
191, 2(0 ) e oo e e e 191. 2(a).
190 2() ) oo e 191. 2(i).
191, 2(K) v oo e 191. 2(h).
191, 2(1 ) e oo 191. 2(9) .
191, 2(M) . oo e New.

191, 2(N) oo 191. 2(1).
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191, 2(0) e v v e 191. 2(f)

191, 2(P) e v veeee e New.

191.2(0) e e v oo e New.

191, 2(1) e oo e e New.

191, 2(S) e v e e 191. 2(m) .
191, 2(E) e v e oo 191. 2(n).
191, 2(U) e v e oo 191. 2(e).

191, 2(V) e o e oo 191. 2(0).
191. 3. .. 191. 3.

191. 4. . . . 191. 11.

191. 5. . . 191. 13.

191.6. ... 191. 6.

191, 7(@) e e oo et e 191. 41

191, 7(D)Y (L) e oo oo 191. 42(a) .
191 7(D)(2) e v v e 191. 42(b) .
191, 7(C) e v e 191. 43.

191, 7(d) e oo 191. 44
191.8(@) . oo i 191. 21(a).
191, 8(D) e oo 191. 21(c).
191, 8(C) e v v v e 191. 21(b).
191, 8(d) e v v v e 191.21(d); 191.23(a).
191, 8(€) e v v v v 191. 23(b) .
191, 8(F) et 191. 24.
191.8(Q) (1) e v v v e 191. 25(a) & b) (1).
191.8( Q) (2) e v v vveee 191. 25(b) (2) .
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8(0)(3) . 191. 25(c) .

10 P 191. 26

Q. 191.21(a)(2); 191.34; 191.66(b), (f).
9(a), first sentence.......... New.

10(@) . oo 191. 65(a).

101€°) P 191. 22(e).

01 € N & P 191. 65(b) .

100C)(2) e e oo 191. 66(d) .

[ ) P 191.5; 191.22(e).
10(€) . v v v New.

1013 W 191. 65(d) .

11, . 191. 27.

12, New.

13, o e 191. 4(a) (11).

LA, 191. 22(c).

21 191. 4(a) (1).

22(@) o 191. 4(a) (2).

22(D) 191. 32(c) .

22(C) e 191. 32(d).

22(d) . New

22(€) ettt 191.22(a)(5) & 191. 33.
23(a)-(C) .o New

23(d) (1) 191.22(a)(2) & 191.32(b).
23(d) (2) 191. 22(a) (1) (i V).

24(@) . .o 191. 66(a).
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24(D) New

28(C) o 191. 22(a) (4); 191.62(a)(2)(i).
28(d) New

25(@) (1) . v 191. 22(a) (1).
250@) (1) (iii) e, 191. 22(a) (3).

25(@) (2) e v 191. 22(b).

25(@) (3) . v 191. 22(c) .

25( D) . 191. 32(a) .

25(C) 191.22(a)(2) & 191.32(b).
25(d) . 191.62(a) (2)(ii).

25(€) sttt 191. 65( a) &( b) .

25(F) 191. 62(c) .

25(0) et 191. 5

26(@) . 191. 8(a); 191.22(a)(1) (V).
26(D) . 191. 32(a) .

26(C) v 191. 23(c).

27 New.

31(@) . 191.4(a) (9); 191.141(a)(1).
31(D) 191. 8(b); 191.141(a)(2).
31(C) 191. 141(a) (3).

32(8) . et 191. 141( a) ( 10).

32(D) 191. 141(h) .

32(C) et New.

32(d) . 191. 141(h) .
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33 New.

34(@) . o oo 191. 65(a); 191.141(b) & (e).
34(b) . ... New.

B4(C) . o v 191. 65(d).

35 191. 141(b) .

36. . New.

B7(8) . et 191.5

37(b) . . 191. 22(b).

AL, . 191. 142(a) (1).
A2 . 191. 142(b) .

A3. . 191. 142(a) (2).
A4, . New.
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B2(A) . et e e 191. 61.
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Bl. ... 191. 10.
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62(b). ... New.
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151, 0 o 191. 131.
152(@) (1) . v veeee e 191. 8(c).
152, 191. 132.
153, 191. 133.
154, 191. 134.
155, o 191. 135.
156, o o oo 191. 136.
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158, 191. 138.
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Parallel Reference Table
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191.162. .. ... 191. 182.
191.163. .. ... 191. 188.
191.164. .. ... .. . 191. 184.
191.165. .. ... 191. 185.
191.166. ... ... . 191. 186.

LIST OF SUBJECTS

19 CFR PART 7

Custons duties and inspection, Exports, Inports.
19 CFR PART 10

Alterations, Bonds, Custons duties and inspection, Exports,
| nports, Preference prograns, Repairs, Reporting and
recordkeepi ng requirenents, Trade agreenents.
19 CFR PART 145

Custons duties and inspection, Inports, Postal Service.
19 CFR PART 173

Adm ni strative practice and procedure, Custons duties and
i nspecti on.
19 CFR PART 174

Adm ni strative practice and procedure, Custons duties and
i nspection, Reporting and recordkeeping requirenents, Trade
agr eenent s.
19 CFR PART 181

Adm ni strative practice and procedure, Canada, Custons

duties and inspection, Exports, Inports, Mexico, Reporting and
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recordkeepi ng requirenents, Trade agreenents (North Anerican Free
Trade Agreenent).

19 CFR PART 191

Canada, Commerce, Custons duties and inspection, Drawback,
Mexi co, Reporting and recordkeepi ng requirenents, Trade
agreenents.

PROPOSED AMENDMENTS

It is proposed to anend chapter | of title 19, Code of
Federal Regul ations (19 CFR chapter 1), by anending parts 7, 10,
145, 173, 174, 181 and 191 as set forth bel ow

PART 7 - CUSTOMS RELATIONS WITH INSULAR POSSESSIONS
AND GUANTANAMO BAY NAVAL STATION

1. The general authority for part 7 would be revised to
read as foll ows:

AUTHORITY: 19 U S. C 66, 1202 (CGeneral Note 20, Harnonized
Tariff Schedule of the United States), 1623, 1624; 48 U S. C
1406i .

2. It is proposed to anend 8 7.1(a) by renoving the
reference to "88 191.85 and 191. 86" where appearing therein, and
by adding in place thereof, "88 191.105 and 191. 106"

PART 10 - ARTICLES CONDITIONALLY FREE, SUBJECT TO
A REDUCED RATE, ETC.
1. The general authority citation for part 10 woul d

continue to read as foll ows:
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AUTHORITY: 19 U.S. C. 66, 1202 (General Note 20, Harnonized
Tariff Schedule of the United States), 1321, 1481, 1484, 1498,
1508, 1623, 1624, 3314;

2. It is proposed to anend 8 10.38(f) by renoving the
reference to "8 191. 10" where appearing therein, and by adding in
pl ace thereof, "8 191.61".

PART 145 - MAIL IMPORTATIONS

1. The general authority citation for part 145 woul d be
revised to read as follows:

AUTHORITY: 19 U S. C 66, 1202 (CGeneral Note 20, Harnonized
Tariff Schedule of the United States), 1624,

2. It is proposed to anend 8 145.72(e) by renoving the
reference to "8 191. 142" where appearing therein, and by addi ng
in place thereof, "§ 191.42".

PART 173 - ADMINISTRATIVE REVIEW IN GENERAL

1. The general authority citation for part 173 would
continue to read as foll ows:

AUTHORITY: 19 U S.C. 66, 1501, 1520, 1624.

2. It is proposed to anend 8 173.4 by adding a sentence at
the end of paragraph (c) to read as foll ows:

8§ 173.4 Correction of clerical error, mistake of fact, or

inadvertence.
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(c¢) * * * The party requesting reliquidation under
section 520(c)(1), Tariff Act of 1930, as anended (19 U S. C
1520(c) (1)) shall state, to the best of his know edge, whether
the entry for which correction is requested is the subject of a
drawback claim or whether the entry has been referenced on a
certificate of delivery or certificate of manufacture and
delivery so as to enable a party to nmake such entry the subject
of drawback (see 88 181.50(b) and 191.81(b) of this chapter).
PART 174 - PROTESTS
1. The general authority citation for part 174 would conti nue
to read as follows:
AUTHORITY: 19 U S.C. 66, 1514, 1515, 1624.
2. It is proposed to anend §8 174. 13 by addi ng a new par agr aph
(a)(9) to read as foll ows:
§ 174.13 Contents of protest.

(a) Contents, in general. * * *

(9) A declaration, to the best of the protestant's
know edge, as to whether the entry is the subject of drawback, or
whet her the entry has been referenced on a certificate of
delivery or certificate of manufacture and delivery so as to
enable a party to nmake such entry the subject of drawback (see

88 181.50(b) and & 191.81(b) of this chapter).
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PART 181 - NORTH AMERICAN FREE TRADE AGREEMENT

1. The general authority citation for part 181 would
continue to read as foll ows:

AUTHORITY: 19 U S. C 66, 1202 (CGeneral Note 20, Harnonized
Tariff Schedule of the United States), 1624, 3314.

2. It is proposed to anend 8§ 181.44(d) by renoving the
reference to "8 191.2(m" where appearing therein, and by addi ng
in place thereof, "§ 191.2(s)".

3. It is proposed to anend the "Exanple" in 8§ 181.44(f) by
removing the reference to "Custons Form 7575-A" where appearing
therein, and by adding in its place, "Custons Form 331"

4. It is proposed to amend 8 181.45(b)(2)(i) by renoving
the reference to "8 191.141(e)" where appearing therein, and by
adding in place thereof, "8 191.14".

5. It is proposed to anend 8 181.46(b) by renoving the term
"port(s)" and where appearing in the first sentence, and addi ng
in place thereof, "drawback office(s)".

6. It is proposed to anmend 8 181.47(b)(2)(i)(C by renoving
the words "Exporter's" and "exporter's" where appearing therein,
and by adding in place thereof, "Export" and "export",
respectively.

7. It is proposed to anmend 8 181.47(b)(2)(ii)(A by

renmovi ng "Custons Form 7539J", and adding in place thereof,
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"Custons Form 331".
8. It is proposed to anend 8 181.47(b)(2)(ii)(D) by
removi ng the phrase "The certificate of delivery portion of
Cust oms Form 331" where appearing therein, and adding in place
thereof, "A certificate of delivery".
9. It is proposed to anend 8 181.47(b)(2)(ii)(G by

revising the first two sentences to read:

(b) * * *
(2) * * %
(ll) * * %

(G Evidence of exportation. Acceptable
docunent ary evi dence of exportation to Canada or Mexico shal
include a bill of lading, air waybill, freight waybill, export
ocean bill of |ading, Canadian custons manifest, cargo manifest,
or certified copies thereof, issued by the exporting carrier. ***

10. It is proposed to anend 8§ 181.47(b)(2)(iii)(A by
removi ng "Custons Form 7539C' where appearing therein, and by
adding in place thereof, "Custons Form 331".

11. It is proposed to anend 8§ 181.47(b)(2)(v) by renoving
the reference to "subpart L" where appearing therein, and by
adding in place thereof, "subpart N

12. It is proposed to anend 8 181.49 by renoving the
reference to "8 191.5" where appearing therein, and by adding in

pl ace thereof, "8 191.25(d)".
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13. It is proposed to anend 8§ 181.50(c) by renoving the
reference to "8 191. 72" where appearing therein, and by adding in
pl ace thereof, "191.92".

PART 191 - DRAWBACK

1. It is proposed to revise part 191 to read as foll ows:
§ 191.0 Scope.
8§ 191.0a Cains filed under NAFTA.

Subpart A - General Provisions

191.1 Authority of the Conm ssioner of Custons.
191.2 Definitions.
191.

Duties and fees subject or not subject to drawback.

191.

3

191.4 Merchandise in which a U S. Governnment interest exists.
5 @uant anano Bay, insular possessions, trust territories.
6

191. Aut hority to sign drawback docunents.
191.7 GCeneral manufacturing drawback ruling.
191.8 Specific manufacturing drawback ruling.
191.9 Agency.

191. 10 Certificate of delivery.

191.11 Tradeoff.

191.12 daimfiled under incorrect provision.

191. 13 Packagi ng materi al s.

w w w W W W W W W W W W w w

191. 14 ldentification of nerchandise or articles by accounting
nmet hod.

Subpart B - Manufacturing drawback

8§ 191.21 Direct identification drawback.
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§ 191.

191.
191.
191.
191.
191.

191.

191.
191.
191.
191.
191.

191.

191.

191.
191.
191.

191.

191.

191.

22
23
24
25
26

27

31
32
33
34
35
36

37

41
42
43

44

51
52
53
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Substi tution drawback.
Met hods of cl ai m ng drawback.
Certificate of manufacture and delivery.
Recor dkeepi ng for manufacturing drawback.
Time limtations.
Person entitled to cl ai mdrawback.
Subpart C - Unused Merchandise Drawback
Direct identification.
Substitution drawback.
Person entitled to cl ai mdrawback.
Certificate of delivery required.
Notice of intent to export; exam nation of nerchandi se.
Failure to file notice of intent to export or destroy
mer chandi se.
Recor ds.
Subpart D - Rejected Merchandise
Rej ect ed nerchandi se drawback.
Pr ocedur e.
Unused nerchandi se cl aim
Destruction under Custons supervision.
Subpart E - Completion of Drawback Claims
Conpl etion of drawback cl ai ns.
Conpl eting, perfecting or anmending cl ai ns.

Restructuring of clains.
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§ 191.

191.

191.

191.

191.
191.
191.
191.

191.

191.
191.
191.

191.

191.

191.

61
62

Subpart F - Verification of Claims
Verification of drawback cl ai ns.

Fal si fication of drawback cl ai nms.

Subpart G - Evidence of Exportation and Destruction

71

72
73
74
75

76

81
82
83
84

91
92
93

Drawback on articles destroyed under Custons
supervi si on

Alternative procedures for establishing exportation.
Export sunmary procedure.
Certification of exportation by mail.
Exportation by the Governnent.
Landing certificate.
Subpart H - Liquidation and Protest
of Drawback Entries
Li qui dati on.
Person entitled to clai mdrawback.
Person entitled to receive paynent.
Protests.
Subpart I - Privileges
Wai ver of notice of intent to export.
Accel erat ed paynent.

Conbi ned applications.

Subpart J - Internal Revenue Tax on Flavoring Extracts and

191. 101

Medicinal or Toilet Preparations (Including Perfumery)

Manufactured from Domestic Tax-Paid Alcohol

Dr awback al | owance.

83
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§ 191.

w w W w

191.
191.
191.
191.

191.

191.

191.
191.

191.

191.
191.

191.

191.
191.
191.

191.
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102 Procedure.
103 Additional requirenents.
104 Al cohol, Tobacco and Firearnms certificates.
105 Liquidation.
106 Amount of drawback.
Subpart K - Supplies for Certain Vessels and Aircraft
111 Drawback al |l owance.
112 Procedure.

Subpart L - Meats Cured with Imported Salt
121 Drawback al |l owance.
122 Procedure.
123 Refund of duties.

Subpart M - Materials for Construction and Equipment
of Vessels and Aircraft Built for Foreign Ownership
and Account

131 Drawback al |l owance.
132 Procedure.
133 Explanation of terns.
Subpart N - Foreign-Built Jet Aircraft Engines
Processed in the United States
141 Drawback al | owance.
142 Procedure.
143 Drawback entry.

144 Refund of duti es.
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191.
191.
191.
191.

191.

191.
191.
191.

191.

191.
191.
191.
191.
191.
191.
191.

191.

151
152
153
154

155

156
157
158
159

161
162
163
164
165
166
167

168

Subpart 0 - Merchandise Exported from
Continuous Customs Custody
Dr awback al | owance.
Mer chandi se rel eased from Custons cust ody.
Cont i nuous Custons cust ody.
Filing the entry.

Mer chandi se wi t hdrawn from war ehouse for
exportation.

Bill of I|ading.
Landi ng certificates.
Pr ocedures.

Amount of dr awback.

Subpart P - Distilled Spirits, Wines, or Beer

Which Are Unmerchantable or Do Not Conform to

Sample or Specifications
Ref und of taxes.
Pr ocedur e.
Docunent ati on.
Return to Custons cust ody.
No exportation by mail.
Destruction of nerchandi se.
Li qui dati on.

Time limt for exportation or destruction.

Subpart Q - Substitution of Finished Petroleum Derivatives

191.

171

General ; Drawback al |l owance.
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§ 191.
§ 191.
§ 191.

§ 191.
§ 191.

Subpart

§ 191.
§ 191.
§ 191.

§ 191.

§ 191.

§ 191.

w w W w

§ 191.

191.
191.
191.

191.

172
173

174

175

176

181
182
183

184

185

186

191
192
193

194

195
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Definitions.
| nported duty-paid derivatives (no manufacture).

Derivatives manufactured under 19 U S. C. 1313(a)
or (b).

Dr awback cl ai mant; mai ntenance of records.

Procedures for clainms filed under 19 U S. C. 1313(p).

R - Merchandise Transferred to a Foreign Trade Zone
from Customs Custody

Dr awback al | owance.

Zone-restricted nerchandi se.

Articles manufactured or produced in the United
St at es.

Mer chandi se transferred from conti nuous Custons
cust ody.

Unused nerchandi se drawback and nerchandi se not
conform ng to sanple or specification, shipped wthout
consent of the consignee, or found to be defective as
of the time of inportation.
Person entitled to clai mdrawback.

Subpart S - Drawback Compliance Program
Pur pose.
Certification for conpliance program

Application procedure for conpliance program

Action on application to participate in conpliance
program

Conbi ned application for Certification in Drawback
Conpl i ance Program and Drawback Privil eges.

Appendi x Ato part 191 - Ceneral Manufacturing Drawback Rulings
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Appendix B to part 191 - Sanple Formats for Applications for

Speci fic Manufacturing Drawback Rulings
AUTHORITY: 5 U.S.C. 301, 19 U S.C 66, 1202 (General Note 20,
Har noni zed Tariff Schedule of the United States), 1313, 1624.

§ 191.62 al so issued under 18 U.S. C. 550, 19 U.S.C. 1593g;

§ 191.84 also issued under 19 U.S. C 1514;

88 191. 111, 191.112 also issued under 19 U S.C. 1309;

88§ 191.151(a)(1), 191.153, 191.157, 191.159 al so issued
under 19 U.S. C. 1557;

§ 191.182 - 191.186 also issued under 19 U S.C. 8lc;

88 191.191 - 191.195 al so issued under 19 U.S. C. 1593a.
8§ 191.0 Scope.

This part sets forth general provisions applicable to al
drawback cl ai ns and speci alized provisions applicable to specific
types of drawback clainms. Additional drawback provisions
relating to the North American Free Trade Agreenent (NAFTA) are
contained in subpart E of part 181 of this chapter.

8§ 191.0a Claims filed under NAFTA.

Clainms for drawback filed under the provisions of part 181
of this chapter shall be filed separately fromclains filed under
the provisions of this part.

Subpart A - General Provisions
§ 191.1 Authority of the Commissioner of Customs.

Pursuant to Treasury Departnent Order No. 165, Revised (T.D.
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53654, 19 FR 7241), as anended, the Conm ssioner of Custons, wth
the approval of the Secretary of the Treasury, shall prescribe
rul es and regul ati ons regardi ng drawback.
§ 191.2 Definitions.

For the purposes of this part:

(a) Abstract. "Abstract" neans the summary of the actual
production records of the manufacturer.

(b) Certificate of delivery. "Certificate of delivery”

means Custons Form xxx summari zing information contained in
ori ginal docunents, establishing:

(1) The delivery of inported nmerchandi se, substituted
mer chandi se under 19 U.S.C. 1313(j)(2), or drawback product, from
one party (transferor) to another (transferee); and

(2) The assignnment of drawback rights for the
mer chandi se transferred fromthe transferor to the transferee.

(c) Certificate of manufacture and delivery. "Certificate

of manufacture and delivery" means Custons Form xxx sunmmari zi ng
information contained in original docunents, establishing the
manuf acture or production of articles under 19 U S. C 1313(a) or
(b). A certificate of manufacture and delivery nmust contain the
information, and has the effect, set forth in 8 191.24 of this
part.

(d) Act. "Act", unless indicated otherw se, neans the

Tariff Act of 1930, as anended.
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(e) Commercially interchangeabl e nerchandi se.

"Commercially interchangeabl e nmerchandi se" neans nerchandi se

whi ch may be substituted under the substitution unused

mer chandi se drawback law, 8 313(j)(2) of the Act, as anmended (19
U.S.C 1313(j)(2)) (see § 191.32(b)(2) of this part), or under
the provision for the substitution of finished petrol eum
derivatives, 8 313(p), as anmended (19 U S.C. 1313(p)).

(f) Designated nerchandi se. "Designated nerchandi se" neans

either eligible inported duty-paid nmerchandi se or drawback
products sel ected by the drawback claimant as the basis for a
drawback claimunder 19 U S.C. 1313(b) or (j)(2), as applicable,
or qualified articles selected by the claimant as the basis for
drawback under 19 U.S.C. 1313(p).

(g) Destruction. "Destruction" nmeans the conplete

destruction of articles or nerchandise to the extent that they
have no commerci al val ue.

(h) Drect identification drawback. "Direct identification

dr awback"” neans drawback authorized either under § 313(a) of the
Act, as anended (19 U S.C 1313(a)), on inported nerchandi se used
to manufacture or produce an article which is either exported or
destroyed, or under 8 313(j)(1) of the Act, as anended (19 U S. C
1313(j)(1)), on inported nmerchandi se exported, or destroyed under
Cust ons supervi sion, w thout having been used in the United
States (see also 88 313(c), (e), (f), (g), (h), and (q)).

(i) Drawback. "Drawback" neans the refund or rem ssion, in
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whole or in part, of a custons duty, fee or internal revenue tax
whi ch was i nposed on inported nerchandi se under Federal |aw
because of its inportation, and the refund of internal revenue
taxes paid on donestic alcohol as prescribed in 19 U S. C
1313(d).

(j) Drawback claim "Drawback clainmt nmeans the drawback

entry and rel ated docunents required by regul ati on which together
constitute the request for drawback paynent.

(k) Drawback entry. "Drawback entry" means the docunent

containing a description of, and other required information
concerning, the exported or destroyed article on which drawback
is clained. Drawback entries are filed on Custons Form 331.

(1) Drawback product. A "drawback product” neans a product

which is finished, partially finished or wholly manufactured in
the United States under the procedures in this part for

manuf acturi ng drawback. A drawback product may be exported, or
destroyed under Custons supervision with a claimfor drawback, or
it may be used in the further manufacture of other drawback
products by manufacturers or producers operating under the
procedures in this part for manufacturing drawback, in which case
drawback woul d be cl ai med upon exportation or destruction of the
ultimate product. Products manufactured or produced from
substituted nmerchandi se (inported or donestic) al so becone

"drawback products” when applicable substitution provisions of
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the Act are net. For purposes of 8 313(b) of the Act, as anended
(19 U.S. C 1313(b)), drawback products may be designated as the
basis for drawback or deened to be substituted nmerchandi se (see
8§ 1313(b)). For a drawback product to be designated as the basis
for drawback, the product nust be associated with a certificate
of manufacture and delivery (see 8§ 191.24 of this part).

(m Exportation. "Exportation" means the severance of

goods fromthe mass of goods belonging to this country, with the
intention of uniting themw th the mass of goods bel onging to
sone foreign country. An exportation may be deened to have
occurred when goods subject to drawback are admtted into a
foreign trade zone in zone-restricted status, or are used as
aircraft or vessel supplies in accordance with 8 309(b) of the
Act, as anended (19 U S.C 1309(b)).

(n) FEungible nerchandise or articles. "Fungible

mer chandi se or articles" neans nerchandi se or articles which for
commerci al purposes are identical and interchangeable in al
si tuati ons.

(o) Ceneral manufacturing drawback ruling. A "general

manuf acturi ng drawback ruling” neans a description of a
manuf act uring or production operation for drawback and the
regul atory requirenents and interpretations applicable to that
operation which is published in Appendix A of this part. A

manuf act urer or producer whose operation is within this
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description may operate under a particul ar "general
manuf act uri ng drawback ruling" by submtting to the appropriate
drawback office a letter of notification of intent to operate
under the general ruling, in accordance with §8 191.7, after which
Custons issues a letter of acknow edgnent.

(p) Manufacture or production. "Mnufacture or production”

nmeans:

(1) A process, including, but not limted to, an
assenbly, by which nerchandise is nade into a new and different
article having a distinctive "nane, character or use"; or

(2) A process, including, but not limted to, an
assenbly, by which nerchandise is nade fit for a particul ar use
even though it does not neet the requirements of paragraph (p)(1)
of this section.

(q) Possession. "Possession", for purposes of substitution
unused nerchandi se drawback (19 U S. C. 1313(j)(2)), neans
physi cal or operational control of the merchandi se, including
ownership while in bailnent, in |leased facilities, in transit to,
or in any other manner under the operational control of, the
party cl ai m ng drawback

(r) Relative value. "Relative value" neans the value of a

product divided by the total value of all products which are
necessarily manufactured or produced concurrently in the sanme
operation. Relative value is based on the nmarket val ue, or other

val ue approved by Custons, of each such product or by-product



93
determned as of the tine it is first separated in the
manuf acturing or production process. Mrket value is generally
measured by the selling price, not including any packagi ng,
transportation, or other identifiable costs, which accrue after
the product itself is processed. Drawback |aw requires the
apportionnent of drawback to each such product or by-product
based on its relative value at the tinme of separation

(s) Substituted nerchandi se. "Substituted nerchandi se”

means sanme kind and quality nerchandi se that nmay be substituted
under the substitution drawback provisions, either 8 313(b) or
313(p) of the Act, as anended (19 U S.C. 1313(b) or (p)). Under
8 313(b), substituted nerchandise is of the sanme kind and quality
if it is capable of being used interchangeably in manufacture or
production of exported or destroyed articles with no substanti al
change in the manufacturing or production process. Under
8 313(p), as anended, an exported article and a qualified article
are of the sane kind and quality if they fall under the sane 8-
digit Harnoni zed Tariff Schedule of the United States (HTSUS)
tariff classification as enunerated in 8 313(p)(3)(A(i)(l) or
(I'r), as anended, or are commercially interchangeabl e (see
8§ 191.2(e)). Under 8§ 313(j)(2), substituted nmerchandi se neans
mer chandi se which is comercially interchangeable with the
i nported desi gnated nerchandi se.

(t) Schedule. A "schedule" neans a docunent filed by a

drawback cl ai mant, under 8§ 313(a) or (b), as anmended (19 U.S.C.
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1313(a) or (b)), showing the quantity of inported or substituted
mer chandi se used in or appearing in each article exported or
destroyed for drawback.

(u) Specific manufacturing drawback ruling. A "specific

manuf act uri ng drawback ruling" neans an application, in one of
the formats published in Appendix B of this part, by a

manuf acturer or producer for a ruling on a specific manufacturing
or production operation for drawback, as described in the fornat
used, together with a |letter of approval issued by Custons
Headquarters to the applicant in response to the application in
accordance with § 191.8. Synopses of approved specific
manuf act uri ng drawback rulings are published in the Custons
Bulletin with each synopsis being published under an identifying
Treasury Decision. Specific manufacturing drawback rulings are

subject to the provisions in part 177 of this chapter.

(v) Verification. "Verification" nmeans the exam nation of
any and all records, maintained by the claimnt, or any party
i nvol ved in the drawback process, which are required by the
appropriate Custons officer to render a nmeani ngful recommendati on
concerning the drawback claimant's conformty to the | aw and
regul ati ons and the determ nation of supportability, correctness,
and validity of the specific claimor groups of clains being
verified.

§ 191.3 Duties and fees subject or not subject to drawback.



95
(a) Duties subject to drawback include:
(1) Al ordinary Custons duties, including:

(1) Duties paid on an entry, or withdrawal from
war ehouse, for consunption for which |iquidation has becone
final;

(1i) Estimated duties paid on an entry, or
wi t hdrawal from warehouse, for consunption, for which |iquidation
has not becone final and for which the drawback cl ai mant and any
ot her party responsible for the paynent of |iquidated inport
duties have filed a witten request and wai ver under 8§ 191.82(b)
of this part;

(ti1) Voluntary tenders of the unpaid anount of
| awful duties on an entry, or wthdrawal from warehouse, for
consunption, provided that the inport entry, or wthdrawal from
war ehouse, for consunption for which the voluntary tender was
made is specifically identified in the voluntary tender and
provided that |iquidation of the drawback entry in which that
specifically identified inport entry, or wthdrawal from
war ehouse, for consunption is designated has not becone final and
that the drawback claimant and any other party responsible for
t he paynent of the voluntary tender have filed a witten request
and wai ver under section 191.82(c) of this part; or

(iv) Any paynent of duty for an inport entry, or
w t hdrawal from warehouse, for consunption, such as paynent of a

demand for duties under 19 U S. C. 1592(d), provided that the
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paynment is specifically identified as duty on a specifically
identified inport entry, or wthdrawal from warehouse, for
consunption the |iquidation of which becane final prior to such
paynment, and provided that |iquidation of the drawback entry in
whi ch that specifically identified entry, or wthdrawal from
war ehouse, for consunption is designated has not becone final and
that the drawback claimant and any other party responsible for
t he other paynents of duties have filed a witten request and
wai ver under section 191.82(c) of this part;

(2) Marking duties assessed under 8 304(c), Tariff Act
of 1930, as anended (19 U.S.C. 1304(c)); and,
(3) Internal revenue taxes which attach upon
inportation (see 8 101.1(i) of this chapter).
(b) Duties and fees not subject to drawback i ncl ude:
(1) Harbor maintenance fee (see 8§ 24.24 of this
chapter);
(2) Merchandi se processing fee (see 8§ 24.23 of this
chapter); and
(3) Antidunping and countervailing duties on
mer chandi se entered, or w thdrawn from warehouse,
for consunption on or after August 23, 1988.
(c) No drawback shall be all owed when the desi gnated
i nported nerchandi se, or the substituted other nerchandi se (when
applicable), consists of an agricultural product to which an

over-quota rate of duty established under a tariff-rate quota is
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appl i cabl e, except that:

(1) Agricultural products as described in paragraph
(c) of this section may be eligible for drawback under
§ 313(j)(1) of the Act, as amended (19 U.S.C. 1313(j)(1)); and

(2) Tobacco otherw se neeting the description of
agricultural products in paragraph (c) of this section nay al so
be eligible for drawback under 8§ 313(a) of the Act, as anended
(19 U.S.C. 1313(a)).

8§ 191.4 Merchandise 1In which a U.S. Government interest exists.

(a) Restricted neaning of Governnment. A U S. Governnent
instrunmentality operating wth nonappropriated funds is
considered a Governnent entity within the nmeaning of this
section. Surety on any drawback bond undertaken by these
instrunentalities will not be required.

(b) Allowance of drawback. |If the nmerchandi se was sold to

the U S. CGovernnent, drawback shall be available only to the:

(1) Departnent, branch, agency, or instrunentality of
the U S. CGovernnent which purchased it; or

(2) Supplier, or any of the parties specified in
8§ 191.82 of this part, provided the claimis supported by
docunent ati on signed by a proper officer of the departnent,
branch, agency, or instrunentality concerned certifying that the
right to drawback was reserved by the supplier or other parties

with the knowl edge and consent of the departnent, branch, agency,
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or instrumentality.

§ 191.5 Guantanamo Bay, insular possessions, trust territories.
Guant anano Bay Naval Station shall be considered foreign
territory for drawback purposes and, accordingly, drawback nay be

permtted on articles shipped there. Under 19 U S.C. 1313,
drawback of Custons duty is not allowed on articles shipped to
Puerto Rico, the U S. Virgin Islands, Anerican Sanpa, Wke
| sl and, M dway Islands, Kingman Reef, Guam Canton I sl and,
Ender bury Island, Johnston Island, or Palnyra Island.
§ 191.6 Authority to sign drawback documents.

(a) Docunents listed in paragraph (b) of this section shal
be signed only by one of the follow ng:

(1) The president, a vice-president, secretary,
treasurer, or any other individual legally authorized to bind the
cor poration;

(2) A full partner of a partnership;

(3) The owner of a sole proprietorship

(4) Any enployee of a business entity wiwth a power of
attorney;

(5 An individual acting on his or her own behalf; or

(6) A licensed Custons broker with a power of
attorney.

(b) The follow ng docunents require execution in accordance

wi th paragraph (a) of this section:
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(1) Drawback entries;

(2) Certificates of delivery;

(3) Certificates of manufacture and delivery;

(4) Applications of manufacturers or producers for
approval of specific manufacturing drawback rulings, schedul es,
and suppl enental schedul es;

(5) Letters of notification for general manufacturing
drawback rulings;

(6) Endorsenents of exporters on bills of |ading or
evi dence of exportation; and

(7) Abstracts, schedules and extracts from nonthly
abstracts if not included as part of a drawback claim
8§ 191.7 General manufacturing drawback ruling.

(a) Purpose; eligibility. General manufacturing drawback

rulings are designed to sinplify drawback for certain common
manuf act uri ng operations but do not preclude or limt the use of
applications for specific manufacturing drawback rulings (see

8 191.8). A manufacturer or producer engaged in an operation
that falls within a published general manufacturing drawback
ruling may submt a letter of notification of intent to operate
under that general ruling. Were a separately-incorporated
subsidiary of a parent corporation is engaged in manufacture or
production for drawback, the subsidiary is the proper party to

submt the letter of notification, and cannot operate under a
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letter of notification submtted by the parent corporation.

(b) Procedures. (1) Publication. General manufacturing

drawback rulings are contained in Appendix Ato this part. The
Appendi x will be updated when new general drawback rulings are
i ssued (as Treasury Decisions) or existing general drawback
rulings are revised.

(2) Subm ssion. Letters of notification of intent to

operate under a general manufacturing drawback ruling shall be
submtted in duplicate to any drawback office where drawback
entries will be filed and liquidated. |If clains are to be filed
at nore than one drawback office, two additional copies of the
letter of notification shall be filed for each additional office
and the drawback office with which the letter of notification is
submtted shall forward the additional copies to such additional
of fice(s).

(3) Information required. Each manufacturer or

producer submtting a letter of notification of intent to operate
under a general manufacturing drawback ruling under this section
nmust provide the follow ng specific detailed information:

(i) Nane and address of producer or manufacturer
(if the manufacturer or producer is a separately-incorporated
subsidiary of a corporation, the subsidiary corporation nust
submt a letter of notification in its own nane);

(1i) In the case of a business entity, the names

of the persons listed in 8 191.6(a)(1) through (5) who will sign
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drawback docunents;

(ti1) Locations of the factories which wll
operate under the letter of notification;

(tv) Description of the nerchandi se and articl es,
unl ess specifically described in the letter of notification;

(v) Basis of claimused for cal cul ati ng drawback;
and

(vi) IRS (Internal Revenue Service) nunber of the
manuf act urer or producer.

(c) Acknow edgnent. The appropriate drawback office shal

acknowl edge in witing the receipt of the letter of notification
of intent to operate under the general manufacturing drawback
ruling.

(d) Duration. Acknow edged letters of notification under
this section shall remain in effect under the sanme terns as
provided for in 8 191.8(h) for specific manufacturing drawback
rulings.

8§ 191.8 Specific manufacturing drawback ruling.

(a) Proper applicant. Unless operating under a general

manuf acturing drawback ruling (see 8 191.7), each manufacturer or
producer of articles intended to be clained for drawback shal
apply for a specific manufacturing drawback ruling. Were a
separatel y-incorporated subsidiary of a parent corporation is

engaged in manufacture or production for drawback, the subsidiary
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is the proper party to apply for a specific manufacturing
drawback ruling, and cannot operate under any specific
manuf act uri ng drawback ruling approved in favor of the parent
cor porati on.

(b) Sanple application. Sanple formats for applications

for specific manufacturing drawback rulings are contained in
Appendix B to this part.

(c) Content of application. The application of each

manuf act urer or producer shall include the follow ng information
as applicabl e:

(1) Nane and address of the applicant;

(2) Internal Revenue Service (IRS) nunber of the
appl i cant;

(3) Description of the type of business in which
engaged;

(4) Description of the manufacturing or production
process, which shows how t he desi gnated and substituted
mer chandi se are used to nmake the article that is to be exported
or destroyed,

(5 In the case of a business entity, the names of
persons listed in 8 191.6(a)(1) through (5) who will sign
drawback docunents;

(6) Description of the inported merchandi se incl udi ng
speci fications;

(7) Description of the exported article;
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(8) Basis of claimfor cal cul ati ng manufacturing
dr awback;

(9) Summary of the records kept to support clains for
dr awback; and

(10) ldentity and address of the recordkeeper if other
t han the cl ai mant.

(d) Submission. An application for a specific

manuf acturi ng drawback ruling shall be submtted, in triplicate,
to Custons Headquarters (Attention: Entry and Carrier Rulings
Branch, O fice of Regulations and Rulings). |If drawback clains
are to be filed under the ruling at nore than one drawback
office, two additional copies of the application shall be filed
for each additional office.

(e) Review and action by Custons. Custons Headquarters

shall review the application for a specific manufacturing

dr awback ruling.

(1) Approval. |If consistent with the drawback | aw and
regul ati ons, Custons Headquarters shall issue a letter of

approval to the applicant and shall forward 2 copies of the
application for the specific manufacturing drawback ruling to the
appropriate drawback office(s) with a copy of the letter of
approval . Synopses of approved specific manufacturing drawback
rulings shall be published in the weekly Custons Bulletin with
each synopsi s being published under an identifying Treasury

Decision (T.D.). Each approved specific manufacturing drawback
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ruling shall be assigned a uni que conputer-generated
manuf acturi ng contract nunber which appears in the published
synopsi s and nust be used when filing manufacturing drawback
clainms with Custons.

(2) Disapproval. If not consistent with the drawback

| aw and regul ati ons, Custons Headquarters shall pronptly inform
the applicant that the application cannot be approved and shal
specifically advise the applicant why this is so. A disapproved
application may be resubmtted with nodifications and/ or

expl anati ons addressing the reasons given for disapproval, or the
di sapproval may be appeal ed to Custons Headquarters (Attention:
Director, International Trade Conpliance D vision).

(f) Schedul es and suppl enental schedules. Wen an

application for a specific manufacturing drawback ruling states
t hat drawback is to be based upon a schedule filed by the
manuf act urer or producer, the schedule wll be reviewed by

Cust ons Headquarters. The application may include a request for
aut horization for the filing of supplenental schedules with the
drawback office where clains are fil ed.

(g) Procedure to nodify a specific manufacturing drawback

ruling. (1) Supplenental application. Except as provided for

limted nodifications in paragraph (g)(2) of this section, a
manuf acturer or producer desiring to nodify an existing specific
manuf act uri ng drawback ruling shall submt a suppl enental

application for such a ruling in the formof the original
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application to Custons Headquarters (Attention: Entry and Carrier
Rul i ngs Branch, O fice of Regulations and Rulings). Except as
specifically provided in this section, such nodifications (not
i ncludi ng those provided for in paragraph (g)(2) of this section)
shal | be subject to the procedures provided for in part 177 of
this chapter.

(2) Limted nodifications. (i) A supplenental

application for a specific manufacturing drawback ruling shall be
submtted to the drawback office(s) where clains are filed if the
nodi fications are limted to:

(A) The location of a factory, or the
addition of one or nore factories where the nmethods foll owed and
records maintained are the sane as those at another factory
operating under the existing specific manufacturing drawback
ruling of the manufacturer or producer;

(B) The succession of a sole proprietorshinp,
partnership or corporation to the operations of a manufacturer or
pr oducer;

(© A change in nane of the manufacturer or
pr oducer;

(D) A change in the persons who will sign
drawback docunents in the case of a business entity; or

(E) Any conbination of the foregoing
changes.

(1i) Alimted nodification, as provided for in
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t hi s paragraph, shall contain only the nodifications to be nade,
in addition to identifying the specific manufacturing drawback
ruling and being signed by an authorized person (that is, such a
nmodi fication need not be in the formof an original application,
as under paragraph (g)(1) of this section).

(h) Duration. Subject to part 177 of this chapter, an
approval of a specific manufacturing drawback ruling under this
section shall remain in effect indefinitely unless:

(1) No drawback claimor certificate of manufacture
and delivery is filed under the ruling for a period of 5 years
and notice of termnation is published in the Custons Bulletin;
or

(2) The manufacturer or producer to whom approval of
the ruling was issued files a request to termnate the ruling, in
witing, with Custons Headquarters.

§ 191.9 Agency.

(a) Applicability. The principal-agent procedures

descri bed in paragraphs (b) through (e) of this section are
applicable only in substitution manufacturing drawback under 19
U S.C. 1313(b).

(b) Ceneral. An owner of the designated and substituted
mer chandi se that is used to produce the exported articles may
enpl oy anot her person to do part, or all, of the work that

transforns either the designated or substituted nerchandise into
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articles for the purpose of 19 U. S.C. 1313(b), or which
acconpl i shes any of the other manufacture or production processes
stated in 8 191.2(p). The person who asserts that it is the
manuf acturer or producer under 19 U S.C. 1313(b) nust establish
by its manufacturing records, the manufacturing records of its
agent, or the manufacturing records of both parties, that the
desi gnat ed and substituted nmerchandi se were used in the
manuf acture or production of articles.

(c) Requirenents. (1) Contract. The nmanufacturer nust

establish that it is the principal in a contract between it and
its agent who actually does the work on either the designated or
substituted nerchandise for the principal. The contract nust
speci fy:

(1) Ternms of conpensation to show that the
relationship is an agency rather than a sal e;

(1i) How transfers of nerchandise and articles
Wi Il be recorded by the principal and its agent;

(ti1) The work to be performed on the merchandi se
by the agent for the principal;

(tv) The degree of control that is to be
exercised by the principal over the agent's performnce of work;

(v) The party who is to bear the risk of |oss on
the merchandise while it is in the agent's custody; and

(vi) The period that the contract is in effect.

(2) Omership of the nerchandise by the principal.
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The records of the principal and/or the agent nust establish that
the principal had | egal and equitable title to the merchandi se
before receipt by the agent. The right of the agent to assert a
lien on the nmerchandi se for work perfornmed does not derogate the
principal's ownership interest for the purpose of 19 U S. C
1313(b).

(3) Sales prohibited. The relationship between the

princi pal and agent nust not be that of a seller and buyer. |If
the parties' records show that, with respect to the nerchandi se
that is the subject of the principal-agent contract, the

nmer chandi se is sold to the agent by the principal, or the

articles manufactured by the agent are sold to the principal by
the agent, those records are inadequate to show conpliance with
the requirenent in 19 U S.C 1313(b) that the principal was the

manuf acturer or producer of the articles.

(d) Specific manufacturing drawback rulings: general

manuf acturing drawback rulings. (1) Owmer. An owner who

intends to show that it is the manufacturer or producer of
articles under 19 U S. C. 1313(b) through the work of an agent
must state that intent in any application for a specific
manuf acturing drawback ruling filed under § 191. 8.

(2) Agent. Each agent operating under this section
must have filed a letter of notification for the general
manuf acturing drawback ruling (see 8 191.7), for an agent,

covering the articles manufactured or produced, or have obtained
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a specific manufacturing drawback ruling (see §8 191.8), as
appropri ate.

(e) Certificate of manufacture and delivery: drawback

entry. (1) Agent. Each agent manufacturer conducting
operations under this section shall furnish the principal for
whom such agent processed nerchandi se a certificate of

manuf acture and delivery applicable to the operation so
conducted, relating to the substituted or designated nerchandi se,
and identifying the owner of the articles for whom processing was
conducted. Certificates of Manufacture and Delivery issued to
docunent the transfer of articles under this section do not
assign the potential right to drawback to the person to whom such
certificates are issued.

(2) Principal. The principal for whom processi ng was
conducted under this section shall conplete and file a drawback
entry on Custons Form 331 and attach to it the fornms fromits
agents or agent, if necessary (see 88 191.10(e) and 191.24(c) of
this part). The principal shall not conplete a certificate of
delivery for nmerchandise which it transfers to its agent(s) under
the procedures in this section.

§ 191.10 Certificate of delivery.

(a) Purpose:; when required. A party who: inports and pays
duty on inported nerchandi se; receives inported nerchandise; in

the case of 19 U S. C. 1313(j)(2), receives inported nerchandi se,
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comercially interchangeabl e nerchandi se, or any conbinati on of
i nported and commercial ly interchangeabl e nerchandi se; or
receives an article manufactured or produced under 19 U. S C
1313(a) and/or (b): may transfer such nmerchandi se or manufactured
article to another party. The party shall record this transfer
by preparing and issuing in favor of such other party a
certificate of delivery, certified by the inporter or other party
t hrough whose possession the nerchandi se or manufactured article
passed (see paragraph (c) of this section). A certificate of
delivery issued with respect to the delivered nerchandi se or
article:

(1) Docunents the transfer of that nmerchandi se or
article,;

(2) ldentifies such nmerchandise or article as being
that to which a potential right to drawback has attached; and

(3) Assigns such right to the transferee (see § 191.82
of this part).

(b) Required information. The certificate of delivery nust

i nclude the follow ng information:

(1) The party to whomthe nerchandise or articles are
del i ver ed;

(2) Date of delivery;

(3) Inport entry nunber;

(4) Quantity delivered,

(5) Total duty paid on, or attributable to, the
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del i vered nerchandi se;

(6) Date certificate was issued;

(7) Date of inportation;

(8) Port where inport entry fil ed;

(9) Person fromwhomreceived; and

(10) Description of the nerchandi se delivered, and if
such nerchandi se is the designated inported nerchandi se or
mer chandi se substituted therefor under 19 U S. C. 1313(j)(2) or
1313(p), the HTSUS nunber with a mnimumof 6 digits. (For
desi gnat ed i nported nerchandi se, such HTSUS nunber shall be from
the entry summary and ot her entry docunentation for the
mer chandi se unl ess the issuer of the certificate of delivery
recei ved the merchandi se under another certificate of delivery,
in which case such HTSUS nunber shall be fromthe other

certificate of delivery.)

(c) Internediate transfer. (1) Inported nerchandise. |If
the inported nmerchandi se was not delivered directly fromthe
inporter to the manufacturer, or fromthe inporter to the
exporter (or destroyer), each internediate transfer of the
i nported nerchandi se shall be docunented by neans of a
certificate of delivery issued in favor of the receiving party,
and certified by the person through whose possession the
mer chandi se passed.

(2) Mnufactured article. |If the article manufactured

or produced under 19 U . S.C. 1313(a) or (b) is not delivered
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directly fromthe manufacturer to the exporter (or destroyer),
each internediate transfer of the article shall be docunmented by
means of a certificate of delivery, issued in favor of the
receiving party, and certified by the person through whose
possession the article passed.

(d) Retention period; supporting records. Records

supporting the information required on the certificate(s) of
delivery, as listed in paragraph (b) of this section, nust be
retained by the issuing party for 3 years fromthe date of
paynment of the related claim

(e) Submi ssion to Custons:; certification. The certificate

of delivery shall be retained by the drawback clai mant and, if
requested, submtted to Custons as part of the claim |If the
certificate is requested by Custons, but is not submtted as part
of the claim the drawback cl ai m dependent on that certificate
Wil be rejected (see 8 191.52 of this part).

(f) Warehouse transfer and wthdrawals. The person in

whose nanme nerchandi se is withdrawn from a bonded war ehouse shal
be considered the inporter for drawback purposes. No certificate
of delivery is required covering prior transfers of merchandi se
while in a bonded warehouse.

§ 191.11 Tradeoft.

(a) Exchanged nerchandise. To conply with 88 191.21 and

191. 22 of this part, the use of donmestic nerchandi se taken in
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exchange for inported nmerchandi se of the sane kind and quality
(as defined in 8 191.2(s) of this part for purposes of 19 U S. C
1313(b)) shall be treated as use of the inported nmerchandise if
no certificate of delivery is issued covering the transfer of the
i nported nmerchandi se. This provision shall be known as tradeoff
and is authorized by 8 313(k) of the Act, as anended (19 U S. C
1313(k)).

(b) Requirenents. Tradeoff nmust occur between two separate

legal entities but it is not necessary that the entity exchangi ng
the inported nerchandi se be the inporter thereof. |In addition,
tradeof f nmust consist of a straight tradeoff of sane kind and
qual ity nmerchandi se, with no additional paynents of any type,

i ncl udi ng addi ti onal paynment in kind.

(c) Application. Each woul d-be user of tradeoff, except

t hose operating under an approved specific manufacturing drawback
ruling covering substitution, nmust apply to the Entry and Carrier
Rul i ngs Branch, O fice of Regul ations and Rulings, Custons
Headquarters, for a determ nation of whether the inported and
donesti c nerchandi se are of the sane kind and quality. For those
users manufacturing under substitution drawback, this request
shoul d be contained in the drawback application. For those users
manuf act uri ng under direct identification drawback, the request
shoul d be nade by a separate letter

8§ 191.12 Claim filed under incorrect provision.
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A drawback claimfiled pursuant to any provision of § 313 of
the Act, as anended (19 U S.C. 1313) may be deened fil ed pursuant
to any other provision thereof should the drawback office
determ ne that drawback is not all owable under the provision as
originally filed, but that it is allowable under such other
provision. To be allowabl e under such other provision, the claim
must neet each of the requirenents of such other provision.

§ 191.13 Packaging Materials.

Dr awback of duties is provided for in 8 313(q) of the Act,
as anended (19 U.S.C. 1313(qg)), on inported packaging materi al
when used to package or repackage nmerchandi se or articles
exported or destroyed pursuant to § 313(a), (b), (c), or (j) of
the Act, as anmended (19 U S. C. 1313(a), (b), (c), or (j)).
Drawback i s payabl e on the packagi ng material pursuant to the
particul ar drawback provision to which the packaged goods
t hensel ves are subject. The drawback wll|l be based on the duty,
tax or fee paid on the inportation of the packaging material.

The packagi ng naterial nust be separately identified on the
claim

8§ 191.14 Identification of merchandise or articles by accounting
method.

(a) Ceneral. This section provides for the identification
of merchandi se or articles for drawback purposes by the use of
accounting nmethods. This section applies to identification of

mer chandi se or articles in inventory or storage, as well as
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identification of nmerchandi se used in manufacture. This section
is not applicable to situations in which the drawback | aw
aut hori zes substitution (see 19 U S. C 1313(b), 1313(j)(2),
1313(k), and 1313(p)). Wen substitution is authorized,
mer chandi se or articles may be substituted without reference to
this section, under the criteria and conditions specifically
authorized in the statutory and regul atory provisions providing
for the substitution. This section is not applicable to the
identification of merchandi se by accounting procedures for
drawback under 19 U. S.C. 1313(j)(1) for exportations to Canada or
Mexi co under the NAFTA (see 8 181.45(b)(2)).

(b) Conditions and criteria for identification by

accounting nethod. WManufacturers, producers, clainmnts, or other

appropriate persons may identify for drawback purposes |ots of
mer chandi se or articles under this section, subject to each of
the follow ng conditions and criteria:

(1) The lots of nmerchandise or articles to be so
identified nust be fungible (see § 191.2(n) of this part);

(2) The person using the identification nmethod nust
establish that inventory records (for exanple, material control
records), prepared and used in the ordinary course of business,
account for the lots of merchandise or articles to be identified
as being received into and withdrawn fromthe sanme inventory.
Even if merchandise or articles are received or wthdrawn at

di fferent geographical |ocations, if such inventory records treat
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receipts or wwthdrawal s as being fromthe sanme inventory, those
inventory records may be used to identify the merchandi se or
articles under this section, subject to the conditions of this
section. If any such inventory records (that is, inventory
records prepared and used in the ordinary course of business)
treat receipts and withdrawal s as being fromdifferent
i nventories, those inventory records nust be used and receipts
into or wwthdrawals fromthe different inventories nmay not be
accounted for together. If units of merchandise or articles can
be specifically identified (for exanple, by serial nunber), the
mer chandi se or articles must be specifically identified and may
not be identified by accounting nethod, unless it is established
that inventory records, prepared and used in the ordinary course
of business, treat the nerchandise or articles to be identified
as being received into and withdrawn fromthe sanme inventory
(subject to the above conditions);

(3) Unless otherwi se provided in this section (see,
for exanple, paragraph (c)(5) of this section) or specifically
approved by Custons (by a binding ruling under part 177 of this
chapter), all receipts (or inputs) into and all wthdrawals from
the inventory nmust be recorded in the accounting record,

(4) The records which support any identification
met hod under this section are subject to verification by Custons
(see 8 191.61 of this part). If Custonms requests such

verification, the person using the identification nethod nust be
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able to denonstrate how, under generally accepted accounting
procedures, the records which support the identification nmethod
used account for all nerchandise or articles in, and all receipts
into and withdrawals from the inventory, and the drawback per
unit for each receipt and w thdrawal; and

(5) Any accounting nmethod which is used by a person
for drawback purposes under this section nust be used w thout
variation with other nethods for a period of at |east one year,
unl ess approval is given by Custons for a shorter period.

(c) Approved accounting nethods. The follow ng accounting

met hods are approved for use in the identification of nmerchandi se
or articles for drawback purposes under this section.

(1) FEirst-in, first-out (FIFQ). The FIFO nethod is

t he nethod by which fungi bl e nmerchandi se or articles are
identified on the basis of the first nerchandise or articles
received into the inventory. Under this nmethod, wthdrawals are
fromthe oldest (first-in) merchandise or articles in the
inventory at the tinme of wthdrawal.

(2) Last-in, first out (LIFQ. The LIFO nethod is the

met hod by which fungi bl e nerchandi se or articles are identified
on the basis of the |ast nerchandise or articles received into
the inventory. Under this nmethod, withdrawals are fromthe
newest (last-in) nmerchandise or articles in the inventory at the
time of withdrawal.

(3) Lowto-high.
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(1) General. The lowto-high nmethod is the

met hod by which fungi bl e nerchandi se or articles are identified
on the basis of the | owest drawback anmount per unit of the
mer chandi se or articles received into the inventory. Merchandi se
or articles with no drawback attributable to them (for exanple,
donesti c nerchandi se or duty-free nerchandi se) nust be accounted
for and are treated as having the | owest drawback attributable to
them Under this nmethod, withdrawals are fromthe nerchandi se or
articles wwth the | east anount of drawback attributable to them
then that with the next higher anount, and so forth. |If the sane
anount of drawback is attributable to nore than one |ot of
mer chandi se or articles, withdrawals are fromthe ol dest (first-
in) merchandise or articles anong those lots with the sanme anount
of drawback attributable. This nethod may be used w t hout
accounting for donmestic wthdrawals. Drawback requirenents are
applicable to withdrawn nerchandi se or articles as identified
(for exanple, if the nmerchandise or articles identified were
attributable to an inport nore than 5 years (nore than 3 years
for unused nerchandi se drawback) before the cl aimed export, no
dr awback coul d be granted).

(1i) Use with inventory turn-over period. The

| ow-to-high method may be used with an established inventory
turn-over period, provided that:
(A) Merchandise or articles identified for

dr awback purposes under this nethod are the nerchandi se or
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articles wwth the [ east anount of drawback attributable to them
anong the | ots of nmerchandise or articles received into the
inventory during the inventory turn-over period preceding the
month in which the nmerchandise or articles identified were
wi t hdrawn; and

(B) The person establishes the average
turnover period, as described in this paragraph. For purposes of
this section, average inventory turn-over period is based on the
rate of wthdrawal frominventory and represents the tine in
which all of the merchandise or articles in the inventory at a
given tinme nmust have been withdrawn. To establish an average of
this time, at least 1 year, or three (3) turn-over periods (if
inventory turns over less than 3 tinmes per year), nust be
averaged. The inventory turn-over period nust be that for the
mer chandi se or articles to be identified, except that if the
person using the nmethod has nore than one kind of nerchandi se or
articles with different inventory turn-over periods, the |ongest
average turn-over period established under this section may be
used. This nethod may be used w thout accounting for donestic
wi t hdr awal s.

(iii) Exanples.

(A If the inventory contained 100 units
with no drawback attributable to them 100 units with $1 drawback
attributable per unit, 100 units with $2 drawback attri butabl e

per unit, and the inventory turn-over nethod is not to be used,
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wi t hdrawal s woul d be identified as follows: The first 100 units
wi t hdrawn woul d have no drawback attributable to them the next
100 units withdrawn woul d have a drawback attribution of $1 per
unit, and the third 100 units w thdrawn woul d have a dr awback
attribution of $2 per unit. If 50 units were first withdrawn for
non- drawback purposes and the next 250 units were w thdrawn for
dr awback purposes, the 250-unit w thdrawal woul d consist of 100
units with no drawback attributable, 100 units with $1 drawback
attributable per unit, and 50 units with $2 drawback attri butable
per unit.

(B) If the average turn-over period for the
mer chandi se or articles identified is 3 nonths, the inventory
turn-over nethod is used, and the withdrawal is any date in
Septenber, the nmerchandi se or articles with the | owest drawback
attribution received into inventory in June, July, and August
woul d be that identified.

(© |If the average turn-over period for the
mer chandi se or articles identified is 3 nonths, the inventory
turn-over nethod is used, the person using the identification
nmet hod has nore than one kind of merchandise or articles with
different inventory turn-over periods the |ongest of which is 6
nmont hs, and the withdrawal is any date in Septenber, the
mer chandi se or articles with the | owest drawback attribution
received into inventory in March, April, My, June, July, and

August woul d be that identified.
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(4) Average. The average nethod is the nmethod by
whi ch fungi bl e nerchandi se or articles are identified on the
basis of the cal culation (by weighted averaging) of the anmount of
drawback that may be attributed to each unit of merchandi se or
articles in the inventory. A person proposing to use this nethod
shoul d obtain a ruling from Custons (see 19 CFR part 177).

(5 lnventory turn-over for limted purposes. A

properly established average inventory turn-over period, as
provided for in paragraph (c)(3)(ii)(B) of this section, may be
used to determ ne:

(1) The fact and date(s) of use in manufacture or
production of the inported designated nerchandi se and ot her
(substituted) nerchandise (see 19 U S. C. 1313(b)); or

(1i) The fact and date(s) of manufacture or
production of the finished articles (see 19 U S. C. 1313(a) and
(b)).

(d) Approval of other accounting nethods.

(1) Persons proposing to use an accounting nethod for
identification of nmerchandi se or articles for drawback purposes
whi ch has not been previously approved for such use (see
par agraph (c) of this section), or which includes nodifications
fromthe methods |isted in paragraph (c) of this section, may
seek approval by Custons of the proposed accounting nethod under
the provisions for obtaining an admnistrative ruling (see part

177 of this chapter). The conditions applied and the criteria
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used by Custons in approving such an alternative accounting
met hod, or a nodification of one of the approved accounting
met hods, will be the criteria in paragraph (b) of this section,
as well as those in paragraph (d)(2) of this section.

(2) In order for a proposed accounting nethod to be
approved by Custons for purposes of this section, it shall neet
the followng criteria:

(1) For purposes of calculations of drawback, the
proposed accounting nmet hod nust be either revenue neutral or
favorable to the Government; and

(1i) The proposed accounting nmethod shoul d be:

(A) Cenerally consistent with conmerci al
accounting procedures, as applicable for purposes of drawback;

(B) Consistent with inventory or materi al
control records used in the ordinary course of business by the
person proposing the nmethod; and

(C) Easily adm nistered by both Custons and
t he person proposing the nethod.

Subpart B - Manufacturing Drawback
§ 191.21 Direct identification drawback.

Section 313(a) of the Act, as anended (19 U S.C. 1313(a)),
provi des for drawback upon the exportation, or destruction under
Cust onms supervision, of articles which are not used in the United

States prior to their exportation or destruction, and which are
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manuf actured or produced in the United States wholly or in part
with the use of particular inported, duty-paid nerchandi se.

VWere two or nore products result, drawback shall be distributed
anong the products in accordance with their relative value (see 8§
191.2(r)) at the time of separation. Merchandise nmay be
identified for drawback purposes under 19 U . S.C. 1313(a) in the
manner provided for and prescribed in 8 191.14 of this part.

§ 191.22 Substitution drawback.

(a) Ceneral. If inported, duty-paid, nerchandi se and any
ot her nerchandi se (whether inported or donestic) of the same kind
and quality are used in the manufacture or production of articles
within a period not to exceed 3 years fromthe recei pt of the
i nported merchandi se by the manufacturer or producer of the
articles, then upon the exportation, or destruction under Custons
supervi sion, of any such articles, wthout their having been used
in the United States prior to such exportation or destruction,
drawback is provided for in 8 313(b) of the Act, as anended (19
U S C 1313(b)), even though none of the inported, duty-paid
mer chandi se may have been used in the manufacture or production
of the exported or destroyed articles. The anount of drawback
al | owabl e cannot exceed that which would have been al |l owabl e had
t he merchandi se used therein been the inported, duty-paid

mer chandi se.

(b) Use by sanme manufacturer or producer at different
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factory. Duty-paid nmerchandi se or drawback products used at one
factory of a manufacturer or producer within 3 years after the
date on which the material was received by the manufacturer or
producer may be designated as the basis for drawback on articles
manuf act ured or produced in accordance with these regul ati ons at

ot her factories of the sane manufacturer or producer.

(c) Designation. A manufacturer or producer may designate
any eligible inported nerchandi se or drawback product which it
has used in manufacture or production.

(d) Designation by successor. (1) General rule. Upon

conpliance with the requirenents in this section, a drawback
successor as defined in paragraph (d)(2) of this section may

desi gnat e nerchandi se or drawback product used by a predecessor
before the date of succession as the basis for drawback on
articles manufactured or produced by the successor after the date
of successi on.

(2) Drawback successor. A "drawback successor" is a

manuf act urer or producer to whom another entity (predecessor) has
transferred, by witten agreenent, nerger, or corporate
resol ution:

(1) Al or substantially all of the rights,
privileges, imunities, powers, duties, and liabilities of the
predecessor; or

(1i) The assets and other business interests of a

di vision, plant, or other business unit of such predecessor,
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provi ded that the value of the transferred assets and interests
(realty, personalty, and intangibles, exclusive of the drawback
rights) exceeds the value of such drawback rights, whether vested
or contingent.

(3) Certifications and required evidence.

(1) Records of predecessor. The predecessor or

successor nust certify that the successor is in possession of the
predecessor's records which are necessary to establish the right
to drawback under the |law and regulations with respect to the

mer chandi se or drawback product.

(1i) Merchandi se not otherw se designated. The

predecessor or successor nust certify in an attachnment to the
claim that the predecessor has not designated and will not
desi gnate, nor enable any other person to designate, such

mer chandi se or product as the basis for drawback.

(ti1) Value of transferred property. In

i nstances in which assets and ot her business interests of a

di vision, plant, or other business unit of a predecessor are
transferred, the predecessor or successor nust specify, and

mai ntai n supporting records to establish, the value of the
drawback rights and the value of all other transferred property.

(tv) Review by Custons. The witten agreenent,

merger, or corporate resolution, provided for in paragraph (d)(2)
of this section, and the records and evidence provided for in

paragraph (d)(3)(i) through (iii) of this section, nust be
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retai ned by the appropriate party(s) for 3 years fromthe date of
paynment of the related claimand are subject to review by Custons
upon request.

(e) By-products. (1) Ceneral. Wuere tw or nore products

are produced concurrently in a substitution manufacturing
operation, drawback shall be distributed to each product in
accordance with its relative value (see §8 191.2(r)) at the tine
of separation.

(2) dains covering a manufacturing period. Were the

cl aimcovers a manufacturing period rather than a manufacturing
lot, the entire period covered by the claimis the tinme of
separation of the products and the value per unit of product is
the market value for the period (see 8 191.2(r) of this part).
Manuf acturi ng periods in excess of one nonth may not be used

W t hout specific approval of Custons.

(3) Recordkeeping. Records shall be maintained
showi ng the rel ative val ue of each product at the tine of
separati on
8§ 191.23 Methods of claiming drawback.

(a) Used in. Drawback may be paid based on the anmount of
the inmported or substituted nerchandi se used in the manufacture
of the exported article, where there is no waste or the waste is
val uel ess or unrecoverable. This nmethod nust be used when

byproducts al so necessarily and concurrently result fromthe
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manuf act uring process, and there is no val uable waste (see
paragraph (c) of this section).

(b) Appearing in. Drawback is allowable under this nethod

based only on the anount of inported or substituted nerchandise
that appears in (is contained in) the exported articles. This
met hod may not be used if there are byproducts al so necessarily
and concurrently resulting fromthe manufacturing process.

(c) Used in less valuable waste. Drawback is allowable

under this nmethod based on the quantity of nerchandi se or

dr awback products used to manufacture the exported or destroyed
article, reduced by an anount equal to the quantity of this

mer chandi se that the value of the waste would replace. This

met hod nust be used when byproducts al so necessarily and
concurrently result fromthe manufacturing process, and there is

val uabl e wast e.

(d) Recordkeeping. (1) Valuable waste. Wen the waste
has a value and the drawback claimis not limted to the quantity
of inported or substituted nerchandi se or drawback products
appearing in the exported or destroyed articles clained for
drawback, the manufacturer or producer shall keep records to show
t he market value of the nerchandi se or drawback products used in
manuf acture or production, as well as the market val ue of the
resulting waste (see 8 191.2(r) of this part).

(2) If claimfor waste is waived. |If claimfor waste

is waived, only the "appearing in" basis may be used (see
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paragraph (b) of this section). WAste records need not be kept
unless required to establish the quantity of inported duty-paid
mer chandi se or drawback products appearing in the exported or
destroyed articles clained for drawback.

8§ 191.24 Certificate of manufacture and delivery.

(a) When required. Wen the inported nmerchandi se or

drawback product undergoes sone process of manufacture under a
general manufacturing drawback ruling or a specific manufacturing
drawback ruling, a certificate of manufacture and delivery shall
be prepared and certified by the manufacturer. To assign
drawback rights, see 8 191.82 of this part.

(b) Information required on certificate. The follow ng

information shall be required on the certificate of manufacture
and delivery executed by the manufacturer or producer:

(1) The quantity, kind and quality of inported, duty-
pai d nmerchandi se or drawback product desi gnated;

(2) Inport entry nunmbers, HTSUS nunber to at |east the
6th digit (such HTSUS nunber shall be fromthe entry summary and
ot her entry docunentation for the inported, duty-paid nmerchandi se
unl ess the issuer of the certificate of manufacture and delivery
recei ved the merchandi se under another certificate (either of
delivery or of manufacture and delivery), in which case such
HTSUS nunber shall be fromthe other certificate), and applicable

duty anmounts, if applicable;
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(3) Date received at factory, if applicable;

(4) Date used in manufacture, if applicable;

(5) Value at factory, if applicable;

(6) Quantity of waste, if any, if applicable;

(7) Market value of any waste, if applicable;

(8) Total quantity and description of merchandi se
appearing in or used;

(9) Total quantity and description of articles
pr oduced,;

(10) Date of manufacture or production of the
articles; and

(11) The quantity of articles transferred.

(c) EFiling of certificate. The certificate of manufacture

and delivery shall be filed with the drawback claimit supports

(unl ess previously filed) (see 8 191.51 of this part).

(d) Effect of certificate. A certificate of manufacture
and delivery is used to docunent the physical delivery of
articles fromthe manufacturer or producer to another party. A
certificate of manufacture and delivery issued with respect to
articles identifies such articles as being those to which a
potential right to drawback has attached. Unless it is
explicitly provided on the certificate of manufacture and
delivery that potential drawback rights are not transferred by
such certificate (for exanple, in the case of a principal -agency

rel ati onship under this part (see 8 191.9)), a certificate of
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manuf acture and delivery assigns such potential rights to the
transferee (see § 191.82 of this part).

8§ 191.25 Recordkeeping for manufacturing drawback.

(a) Drect identification manufacturing. (1) Records

requi red. Each manufacturer or producer under 19 U S. C. 1313(a)
shal | keep records to allow the verifying Custons official to
trace all articles manufactured or produced for exportation or
destruction with drawback, frominportation, through production,
to exportation or destruction. To this end, these records shal
specifically establish:

(1) The date or inclusive dates of manufacture or
producti on;

(i) The quantity and identity of the inported
dut y- pai d nerchandi se or drawback products used in or appearing
in (see 8 191.23) the articles manufactured or produced;

(ti1) The quantity, if any, of the nondrawback
mer chandi se used, when these records are necessary to determ ne
the quantity of inported duty-paid nmerchandi se or drawback
product used in the manufacture or production of the exported or
destroyed articles or appearing in them

(tv) The quantity and description of the articles
manuf act ured or produced;

(v) The quantity of waste incurred, if

appl i cabl e; and
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(vi) That the finished articles on which drawback
is clained were exported or destroyed within 5 years after the
inportation of the duty-paid nerchandi se, w thout having been
used in the United States prior to such exportation or
destruction. (If the conpleted articles were comm ngled after
manuf acture, their identity may be nmaintained in the manner
prescribed in 8 191.14 of this part.)

(2) Accounting. The merchandise and articles to be

exported or destroyed shall be accounted for in a manner which
w Il enable the manufacturer, producer, or claimant:

(1) To determne, and the Custons official to
verify, the applicable inport entry, certificate of delivery,
and/or certificate of manufacture and delivery associated with
the claim and

(1i) To identify with respect to that inport
entry, certificate of delivery, or certificate of manufacture and
delivery, the inported duty-paid nmerchandi se or drawback products
used in manufacture or production.

(b) Substitution nmanufacturing. The records of the

manuf act urer or producer of articles manufactured or produced in

accordance with 19 U S.C. 1313(b) shall establish the facts in

paragraph (a)(1)(i) - (vi) of this section, and:
(1) The quantity, identity, and specifications of the

mer chandi se designated (inported duty-paid, or drawback product);
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(2) The quantity, identity, and specifications of
mer chandi se of the sanme kind and quality as the designated
mer chandi se before its use to manufacture or produce (or
appearance in) the exported articles; and

(3) That, within 3 years after receiving the
desi gnated nerchandise at its plant, the manufacturer or producer
used it in manufacturing or production and that during the sane
3-year period it manufactured or produced the exported or
destroyed articles.

(c) Valuable waste records. Wen waste has a val ue and the

manuf acturer, producer, or claimant, has not limted the clains
based on the quantity of inported or substituted nerchandise
appearing in the articles exported or destroyed, the manufacturer
or producer shall keep records to show the nmarket val ue of the
mer chandi se used, as well as the quantity and market val ue of the
waste incurred (see 8 191.2(r) of this part). In such records,
the quantity of merchandise identified or designated for

drawback, under 19 U S.C 1313(a) or 1313(b), respectively, shal
be based on the quantity of nerchandi se actually used to

manuf acture or produce the exported or destroyed articles,
reduced by the anount of nerchandi se which the val ue of the waste

woul d repl ace.

(d) Purchase of manufactured articles for exportation.
Were the cl ai mant purchases articles fromthe manufacturer and

exports them the claimant shall file the related certificate of
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manuf acture and delivery as part of the claim(see 8 191.51(a)(1)
of this part).

(e) Delivery of inported nerchandi se to manufacturer. The

claimant shall retain the certificate of delivery for any
identified or designated inport entry covering nerchandi se that

was not inported by the manufacturer.

(f) Miltiple claimants. (1) General. Miltiple claimnts
may file for drawback with respect to the sanme export (for
exanple, a chemcal is exported in a container, where the
chem cal and the contai ner have been produced by different
manuf act urers under drawback conditions).

(2) Procedures. (i) Submssion of letter. Each

drawback cl aimant shall file a separate letter, as part of the
claim describing the conponent article on the export bill of

| ading to which each claimwi |l relate. Each letter shall show
the nane of the claimant and bear a statenent that the claim
shall be limted to its respective conponent article. The
exporter shall endorse the letters, as required, to show the
respective interests of the claimnts.

(1i) Blanket WAivers and Assignnents of Drawback

Ri ghts. Exporters may wai ve and assign their drawback rights for
all, or any portion, of their exportations with respect to a
particular commodity for a given period to a drawback cl ai mant.

(1i1) Use of export summary procedure. |f the

parties elect to use the export sunmmary procedure, each drawback
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cl ai mant shall conplete a chronol ogi cal summary of exports for
the respective conponent product to which each claimw | relate.
Each claimant shall identify in the chronol ogical summary the
name of the other claimant(s) and the conponent product for which
each will independently clai mdrawback. The exporter shal
endorse the sunmaries, as required, to show the respective
interests of the claimants. The claimant shall have on file and
make avail able to Custons upon request, the endorsenent fromthe
exporter assigning the right to clai mdrawback.

(g) Retention of records. All records required to be kept

by the manufacturer, producer, or claimnt with respect to
drawback cl ains, and records kept by others to conpl enent the
records of the manufacturer, producer, or clainmant shall be
retained for 3 years after the date of paynent of the rel ated
cl ai ns.

8§ 191.26 Time limitations.

(a) Drect identification manufacturing. Drawback shall be
al l owed on inported nmerchandi se used to manufacture or produce
articles that are exported or destroyed under Custons supervision
within 5 years after inportation of the nerchandise identified to
support the claim

(b) Substitution manufacturing. Drawback shall be all owed

on the inported nerchandise if the followng conditions are net:

(1) The designated nerchandise is used in manufacture
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or production within 3 years after receipt by the manufacturer or
producer at its factory;

(2) Wthin the 3-year period described in paragraph
(b)(1) of this section, the exported or destroyed articles, or
dr awback products, were manufactured or produced; and

(3) The conpleted articles nust be exported or
destroyed under Custons supervision wthin 5 years of the date of
i nportation of the designated nerchandi se.

(c) Drawback clains filed before specific or general

manuf act uri ng drawback ruling approved or acknow edged. Dr awback

clains may be filed before the letter of notification of intent
to operate under a general manufacturing drawback ruling covering
the clains is acknow edged (8 191.7), or before the specific
manuf acturi ng drawback ruling covering the clains is approved

(8 191.8), but no drawback shall be paid until such

acknow edgenent or approval, as appropriate.

8§ 191.27 Person entitled to claim drawback.

The exporter (or destroyer) shall be entitled to claim
drawback, unless the exporter (or destroyer), by neans of a
certification, assigns the right to claimdrawback to the
manuf acturer, producer, inporter, or internediate party. Such
certification shall also affirmthat the exporter (or destroyer)
has not and will not itself claimdrawback or assign the right to

cl ai m drawback on the particular exportation or destruction to
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any other party. Drawback is paid to the clainmant, who may be
t he manufacturer, producer, internediate party, inporter, or
exporter (destroyer).
Subpart C - Unused Merchandise Drawback
8§ 191.31 Direct identification.

(a) Ceneral. Section 1313(j)(1) of the Act, as anended (19
US C 1313(j)(1)), provides for drawback upon the exportation or
destruction under Custons supervision of inported nmerchandi se
upon which was paid any duty, tax, or fee inposed under Federal
| aw because of its inportation, if the merchandi se has not been
used within the United States before such exportation or
destruction.

(b) Tine of exportation or destruction. Drawback shall be

al l owed on inported nmerchandise if, before the close of the 3-
year period beginning on the date of inportation, the merchandi se
is exported fromthe United States or destroyed under Custons
supervi si on

(c) Use. 1In general, for purposes of this section,
mer chandi se is "used" when it is enployed to performthe function
for which it was intended (for exanple, shoes worn as footwear
have been "used"). The perform ng of any operation or
conbi nati on of operations, not anounting to manufacture or
production under the provisions of the manufacturing drawback

law, on the inported nerchandise is not a use of that nerchandi se
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for purposes of this section.
§ 191.32 Substitution drawback.

(a) Ceneral. Section 313(j)(2) of the Act, as anended (19
U S C 1313(j)(2)), provides for drawback on nerchandi se which is
comercially interchangeable with inported nerchandise if the
comercially interchangeabl e nerchandi se i s exported, or
destroyed under Custons supervision, within 3 years after the
inportation of the inported nmerchandi se, and before such
exportation or destruction, the commercially interchangeabl e
merchandi se is not used in the United States (see paragraph (e)
of this section) and is in the possession of the party claimng
dr awback.

(b) Requirenents. (1) The claimant nust have possessed

the substituted nmerchandi se that was exported or destroyed, as
provi ded in paragraph (d)(1) of this section;

(2) The substituted nmerchandi se nmust be commercially
i nt erchangeable with the inported nerchandi se that is designated
for drawback; and

(3) The substituted nmerchandi se exported or destroyed
must not have been used in the United States before its
exportation or destruction (see paragraph (e) of this section).

(c) Determination of commercial interchangeability.

In determ ning commercial interchangeability, factors to be

consi dered include, but are not limted to, Governnental and
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recogni zed industrial standards, part nunbers, tariff
classification and value. This determ nation can be obtained in
one of three ways:

(1) Aformal ruling fromthe Entry and Carrier Rulings
Branch, O fice of Regul ations and Rulings;

(2) A nonbinding predetermnation request sent
directly to the appropriate drawback office; or

(3) A submssion of all the required docunentation
necessary to make a commercial interchangeability determ nation
wi th each individual drawback claimfiled.

(d) Tinme limtations. For substitution unused nerchandi se

dr awback:

(1) The claimant nust have had possession of the
exported or destroyed nmerchandi se at sonme time during the 3-year
period followi ng the date of inportation of the inported
desi gnat ed nerchandi se; and

(2) The nerchandi se to be exported or destroyed to
qualify for drawback nust be exported, or destroyed under Custons
supervi sion, before the close of the 3-year period begi nning on
the date of inportation of the inported designated nerchandi se.

(e) Use. In general, for purposes of this section,
mer chandi se is "used" when it is enployed to performthe function
for which it was intended (for exanple, shoes worn as footwear
have been "used"). The perform ng of any operation or

conbi nati on of operations, not anounting to manufacture or
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production under the provisions of the manufacturing drawback
law, on the comrercially interchangeabl e substituted nerchandi se
is not a use of that nmerchandi se for purposes of this section.

(f) Designation by successor. (1) General rule. Upon

conpliance with the requirenents of this section, a drawback
successor as defined in paragraph (f)(2) of this section may
designate either of the following as the basis for drawback on
mer chandi se possessed by the successor after the date of
successi on:

(1) Inported nerchandi se which the predecessor,
before the date of succession, inported; or

(1i) Inported and/or commercially interchangeabl e
mer chandi se which was transferred to the predecessor and for
whi ch the predecessor received, before the date of succession, a
certificate of delivery fromthe person who inported and paid
duty on the inported nerchandi se.

(2) Drawback successor. A "drawback successor” is an

entity to which another entity (predecessor) has transferred, by
witten agreenent, nerger, or corporate resol ution:

(1) Al or substantially all of the rights,
privileges, imunities, powers, duties, and liabilities of the
predecessor; or

(1i) The assets and other business interests of a
di vision, plant, or other business unit of such predecessor,

provi ded that the value of the transferred assets and interests
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(realty, personalty, and intangibles, exclusive of the drawback
rights) exceeds the value of such drawback rights, whether vested
or contingent.

(3) Certifications and required evidence.

(1) Records of predecessor. The predecessor or

successor nust certify in an attachnent to the drawback claim
that the successor is in possession of the predecessor's records
whi ch are necessary to establish the right to drawback under the
| aw and regulations with respect to the inported and/ or
comerci al ly interchangeabl e nerchandi se.

(1i) Merchandi se not otherw se designated. The

predecessor or successor nust certify in an attachnment to the
drawback claim that the predecessor has not and will not

desi gnate, nor enable any other person to designate, the inported
and/ or commercially interchangeabl e nmerchandi se as the basis for
dr awback.

(ti1) Value of transferred property. In

i nstances in which assets and ot her business interests of a
di vision, plant, or other business unit of a predecessor are
transferred, the predecessor or successor nust specify, and
mai ntai n supporting records to establish, the value of the

drawback rights and the value of all other transferred property.

(iv) Review by Custons. The witten agreenent,
merger, or corporate resolution, provided for in paragraph (f)(2)

of this section, and the records and evidence provided for in
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paragraph (f)(3)(i) through (iii) of this section, nust be
retai ned by the appropriate party(ies) for 3 years fromthe date
of paynment of the related claimand are subject to review by
Cust onms upon request.
8§ 191.33 Person entitled to claim drawback.

(a) Drect identification. (1) Under 19 U S C

1313(j)(1), the exporter (or destroyer) shall be entitled to
cl ai m dr awback.

(2) The exporter or destroyer may waive the right to
cl ai m drawback and assign such right to the inporter or any
internedi ate party. A drawback clai mant under 19 U. S.C.

1313(j) (1) other than the exporter or destroyer shall secure and
retain a certification signed by the exporter or destroyer that
such party waived the right to claimdrawback, and did not and
wi |l not authorize any other party to claimthe exportation or
destruction for drawback (see 8 191.82 of this part). The
claimant shall file such certification as part of the drawback
claim

(b) Substitution. (1) Under 19 U S.C 1313(j)(2), the

follow ng parties may cl ai m drawback:

(1) In situations where the exporter or destroyer
of the substituted nerchandise is also the inporter of the
i nported nmerchandi se, that party shall be entitled to claim

dr awback.
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(i) In situations where the exporter or
destroyer receives fromthe person who inported and paid the duty
on the inported nerchandi se a certificate of delivery docunenting
the transfer of inported merchandi se, commercially
i nt er changeabl e nerchandi se, or any conbi nati on of inported and
comerci ally interchangeabl e nerchandi se, and exports such
transferred nerchandi se, that exporter shall be entitled to claim
drawback. (Any such transferred nerchandi se, regardless of its
origin, will be treated as inported nerchandi se for purposes of
drawback under 8 1313(j)(2), and any retained nerchandise wll be
treated as donestic nerchandi se.)

(tit) In situations where the transferred
mer chandi se described in paragraph (b)(1)(ii) of this sectionis
the subject of further transfer(s), such transfer(s) shall be
docunented by certificate(s) of delivery, and the exporter or
destroyer shall be entitled to clai mdrawback.

(2) The exporter or destroyer may waive the right to
cl ai m drawback and assign such right to the inporter or to any
internedi ate party, provided that the claimant had possessi on of
t he substituted nmerchandise prior to its exportation or
destruction. A drawback claimant under 19 U S. C. 1313(j)(2)
ot her than the exporter or destroyer shall secure and retain a
certification signed by the exporter or destroyer that such party
wai ved the right to clai mdrawback, and did not and will not

aut hori ze any other party to claimthe exportation or destruction
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for drawback (see 8§ 191.82 of this part). The claimant shal
file such certification as part of the drawback claim
8§ 191.34 Certificate of delivery required.

(a) Drect identification; purpose; when required. |If the

exported or destroyed nerchandi se clainmed for drawback under 19
U S C 1313(j)(1) was not inported by the exporter or destroyer,
t he drawback cl ai mant nust have a properly executed certificate
of delivery prepared by the inporter and each internedi ate party.
Each such transfer of the nmerchandi se nust be docunented by its
own certificate of delivery.

(1) Conpletion. The certificate of delivery shall be

conpleted as provided in 8§ 191.10 of this part. Each party nust
al so certify on the certificate of delivery that the party did
not use the exported or destroyed nerchandi se (see 8§ 191.31(c) of
this part).

(2) Retention. The drawback clainmant shall retain the
certificate for submssion to Custons as part of the claim if
requested (see 8§ 191.51(a)(2) of this part).

(b) Substitution. For purposes of substitution unused

mer chandi se drawback, 19 U S. C 1313(j)(2), if the inporter
transfers to another party inported, duty-paid nerchandi se,
commercially interchangeabl e nerchandi se, or any conbi nation
thereof, the inporter shall prepare and issue in favor of such

party a certificate of delivery covering the transferred
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mer chandi se. The certificate of delivery nust expressly state
that it is prepared pursuant to 19 U S. C 1313(j)(2).

Mer chandi se so transferred for which drawback is all owed under 19
U S C 1313(j)(2) may not be designated as inported merchandi se
for the purpose of manufacturing drawback. Certificates of
delivery under this paragraph are subject to the provisions for
conpletion and retention of certificates of delivery in
paragraphs (a)(1) and (a)(2) of this section.

(c) Warehouse transfer and withdrawals. The person in

whose nanme nerchandise is withdrawn froma bonded warehouse shal
be considered the inporter for drawback purposes. No certificate
of delivery need be prepared covering prior transfers of
mer chandi se while in a bonded warehouse, because such transfers
W Il be recorded in the warehouse entry (see 8§ 144.22 of this
chapter).
8§ 191.35 Notice of intent to export; examination of merchandise.
(a) Notice. A notice of intent to export merchandi se which
may be the subject of an unused nerchandi se drawback claim (19
U S C 1313(j)) nust be provided to the Custons Service to give
Custonms the opportunity to exam ne the nerchandi se. The
claimant, or the exporter, nust file at the port of intended
exam nation a Notice of Intent to Export/Destroy on Custons Form
xxx at least 2 working days prior to the date of intended

exportation unless Custons approves another filing period or the
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cl ai mant has been granted a waiver of prior notice (see 8§ 191.91
of this part).

(b) Required Information. The notice shall certify that

t he nerchandi se has not been used in the United States before
exportation. In addition, the notice shall provide the bill of
| adi ng nunber, if known, the nanme and tel ephone nunber of a
contact person, and the |location of the merchandi se shoul d
Custons decide to exam ne the nerchandi se.

(c) Decision to examne or to waive examnation. Wthin

two (2) working days after receipt of the Notice of Intent to
Export/ Destroy (see paragraph (a) of this section), Custons wll
notify the party designated on the Notice of Custons decision to
ei ther exam ne the nerchandi se to be exported, or to waive

exam nation. |If Custons tinely notifies the designated party, in
witing, of its decision to exam ne the nmerchandi se (see
paragraph (d) of this section), but the nerchandise is exported
wi t hout havi ng been presented to Custons for exam nation, any
drawback claim or part thereof, based on the Notice of Intent to
Export/Destroy, shall be denied. |f Custons notifies the
designated party, in witing, of its decision to waive

exam nation of the nerchandise, or, if tinely notification of a
deci sion by Custons to exam ne or to waive exanm nation is absent,

t he nmerchandi se may be exported w thout del ay.

(d) Tinme and place of examnation. |If Custons gives tinely

notice of its decision to exam ne the export nerchandi se, the
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mer chandi se to be exam ned shall be pronptly presented to
Custonms. Custons shall exam ne the nmerchandise within five (5)
wor ki ng days after presentation of the nerchandi se. The
mer chandi se may be exported without exam nation if Custons fails
to tinmely exam ne the nerchandi se after presentation to Custons.
If the exam nation is conpleted at a port other than the port of
actual exportation, the nmerchandi se shall be transported in-bond
to the port of exportation.

(e) Extent of exami nation. The appropriate Custons office

may permt rel ease of nerchandi se without exam nation, or may
exam ne routinely (to the extent determ ned to be necessary) the
itens exported.

§ 191.36 Failure to file Notice of Intent to Export or Destroy
merchandise.

(a) General: application. Merchandi se which has been

exported w thout conplying with the requirenents of § 191. 35(a)
or 8 191.91 of this part nay be eligible for unused nerchandi se
drawback under 19 U. S.C. 1313(j) subject to the follow ng
condi ti ons:

(1) Application. The claimant nust file a witten

application with the drawback office where the drawback cl ains
will be filed. Such application shall include the follow ng:
(1) Required information.
(A) Nane, address, and identification nunber

of applicant;
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(B) Nane, address, and identification nunber
of exporter(s), if applicant is not the exporter;

(C Export period covered by this
appl i cation;

(D) Commodity/product lines of inported and
exported merchandi se covered in this application;

(E) The origin of the above nerchandi se;

(F) Estimated nunber of export transactions
covered in this application;

(G The port(s) of exportation;

(H Estimated dollar value of potenti al
drawback to be covered in this application; and

(I') The relationship between the parties
involved in the inport and export transactions;

(1i) Witten declarations regarding:

(A) The reason(s) that Custons was not
notified of the intent to export; and

(B) Wether the applicant, to the best of
its know edge, will have future exportations on which unused
mer chandi se drawback m ght be cl ai ned; and

(tit) Acertification that the foll ow ng

docunentary evidence will be nade avail able for Custons review
upon request:

(A) For the purpose of establishing that the

i nported nerchandi se was not used in the United States (for
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pur poses of drawback under 19 U.S.C 1313(j)(1)) or that the
exported merchandi se was not used in the United States and was
commercially interchangeable with the inported nerchandi se (for
pur poses of drawback under 19 U. S.C 1313(j)(2)):

(1) Business records prepared in the
ordi nary course of business;

(2) Laboratory records prepared in the
ordi nary course of business; and

(3) Inventory records prepared in the
ordi nary course of business tracing all relevant novenents and
storage of the inported nmerchandi se, substituted nerchandi se,
and/ or exported nerchandi se; and

(B) Evidence establishing conpliance with

all other applicable drawback requirenents.

(2) One-Tine Use. The procedure provided for in this

section may be used by a claimnt only once, unless good cause is
shown (for exanple, successorship).

(3) dains filed pending disposition of application.

Drawback clains may be filed under this section pending

di sposition of the application. However, those drawback cl ains
w Il not be processed or paid until the application is approved
by Cust ons.

(b) Custons action. In order for Custons to eval uate the

application under this section, Custons may request, and the

applicant shall provide, any of the information listed in



149
paragraph (a)(1)(iii)(A) (1) through (3) of this section. In
making its decision to approve or deny the application under this
section, Custons Wl consider factors such as, but not limted
to, the foll ow ng:

(1) Information provided by the claimant in the
witten application;
(2) Any of the information listed in paragraph
(a)(1)(iii)(A (1) through (3) of this section and requested
by Custons under this paragraph; and
(3) The applicant's prior record with Custons.

(c) Tine for Custons action. Custonms will notify the

applicant in witing within 90 days of its decision to approve or
deny the application, or of Custons inability to approve, deny or
act on the application.

(d) Appeal of denial of application. |If Custons denies the

application, the applicant may file a witten appeal with the
drawback office which issued the denial, provided that the
applicant files this appeal within 30 days of the denial date of
the application. |If Custons denies this initial appeal, the
applicant may file a further witten appeal w th Custons
Headquarters, provided that the applicant files this further
appeal within 30 days of the denial date of the initial appeal.
Custonms may extend the 30 day period for appeal to the drawback
office or to Custons Headquarters, for good cause, if the

applicant applies in witing for such extension within the
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appropriate 30 day period above.

(e) Future intent to export unused nerchandise. |If an
applicant states it will have future exportati ons on which unused
mer chandi se drawback may be cl ai med (see paragraph (a)(1)(ii)(B)
of this section), the applicant will be inforned of the
procedures for waiver of prior notice (see 8 191.91 of this
part). |If the applicant seeks waiver of prior notice under
8§ 191.91, any docunentation submtted to Custons to conply with
this section will be included in the request under § 191.91. An
applicant which states that it will have future exportations on
whi ch unused nerchandi se drawback may be cl ai ned (see paragraph
(a)(D)(ii)(B) of this section) and which does not obtain waiver
of prior notice shall notify Custons of its intent to export
prior to each such exportation, in accordance with § 191. 35.

§ 191.37 Records.

(a) Mintained by claimant; by others. All records which

are necessary to be maintained by the claimant under this part
W th respect to drawback cl ainms, and records kept by others to
conpl enment the records of the clainmant, which are essential to
establish conpliance with the legal requirenents of 19 U S.C.
1313(j) (1) or (j)(2), as applicable, and this part, shall be
retained for 3 years after paynent of such cl ai ns.

(b) Accounting for the nerchandi se. Merchandi se subject to

drawback under 19 U. S.C. 1313(j)(1) and (j)(2) shall be accounted
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for in a manner which will enable the claimnt:

(1) To determne, and Custons to verify, the
applicable inport entry or certificate of delivery;

(2) To determne, and Custons to verify, the
appl i cabl e exportation; and

(3) To identify with respect to the inport entry or
certificate of delivery, the inported duty-paid nmerchandi se.

Subpart D - Rejected Merchandise

8§ 191.41 Rejected merchandise drawback.

Section 313(c) of the Act, as anended (19 U S.C. 1313(c)),
provi des for drawback upon the exportation or destruction under
Cust ons supervi sion of inported nmerchandi se which has been
entered, or wthdrawn from warehouse, for consunption, duty-paid,;
and whi ch does not conformto sanple or specifications; has been
shi pped wi thout the consent of the consignee; or has been
determ ned to be defective as of the tinme of inportation. The
cl ai mant must show by evidence satisfactory to Custons that the
exported or destroyed nerchandi se was defective at the tine of
i nportation, or was not in accordance with sanple or specifica-
tions, or was shipped w thout the consent of the consignee.

§ 191.42 Procedure.

(a) Return to Custonms custody. The claimant nust return

the merchandi se to Custons custody within 3 years after the date

t he nmerchandi se was originally released from Custons cust ody.
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Drawback will be denied on nerchandi se returned to Custons
custody after the statutory 3-year tine period or exported
W thout return to Custons cust ody.

(b) Required docunentation. The claimnt shall submt

docunentation to the drawback office as part of the drawback
claimto establish that the nerchandi se did not conformto sanple
or specification, was shipped wthout the consent of the

consi gnee, or was defective as of the time of inportation. |If
the claimant was not the inporter, the claimnt nust:

(1) Submt a statenent signed by the inporter and
every other person, other than the ultimte purchaser, that owned
t he goods that no other claimfor drawback was made on the goods
by any ot her person; and

(2) Certify that records are available to support the
statenent required in paragraph (b)(1) of this section.

(c) Notice. A notice of intent to export or destroy
mer chandi se which may be the subject of a rejected nerchandi se
drawback claim (19 U . S. C. 1313(c)) nust be provided to the
Custons Service to give Custons the opportunity to exam ne the
mer chandi se. The claimant, or the exporter, nust file at the
port of intended redelivery to Custons custody a Notice of Intent
to Export/Destroy on Custons Form xxx at |east 5 working days
prior to the date of intended return to Custons custody. Wiver
of prior notice for exportations under 19 U S.C. 1313(j) (see

8§ 191.91 of this part) is inapplicable to exportations under 19
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U S.C. 1313(c).

(d) Required Information. The notice shall provide the

bill of l|ading nunber, if known, the nanme and tel ephone nunber of
a contact person, and the |ocation of the nerchandi se.

(e) Decision to waive examnation. Wthin tw (2) working

days after receipt of the Notice of Intent to Export/Destroy (see
paragraph (c) of this section), Custons will notify the party
desi gnated on the Notice of Custons decision to either exam ne
the nmerchandi se to be exported, or to waive exam nation. |If
Custons tinely notifies the designated party, in witing, of its
deci sion to exam ne the nmerchandi se (see paragraph (f) of this
section), but the nerchandi se is exported w thout having been
presented to Custons for such exam nation, any drawback claim or
part thereof, based on the Notice of Intent to Export/Destroy,
shall be denied. |If Custons notifies the designated party, in
witing, of its decision to waive exam nation of the nerchandi se,
or, if timely notification of a decision by Custons to exam ne or
to wai ve exam nation is absent, the nerchandi se may be exported
w t hout delay and shall be deened to have been returned to

Cust ons cust ody.

(f) Tinme and place of examnation. |If Custons gives tinely
notice of its decision to exam ne the export nerchandi se, the
mer chandi se to be exam ned shall be pronptly presented to
Custonms. Custons shall exam ne the nmerchandise within five (5)

wor ki ng days after presentation of the nerchandise. The
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mer chandi se may be exported without exam nation if Custons fails
to tinmely exam ne the nerchandi se after presentation to Custons,
and in such case the nmerchandi se shall be deened to have been
returned to Custons custody. |If the exam nation is conpleted at
a port other than the port of actual exportation, the nmerchandi se
shall be transported in-bond to the port of exportation.

(g) Extent of examination. The appropriate Custons office

may permt rel ease of nerchandi se without exam nation, or may
exam ne, to the extent determ ned to be necessary, the itens
export ed.

(h) Drawback claim Wen filing the drawback claim the

drawback clai mant nust correctly cal cul ate the anount of drawback
due (see 8 191.51(b) of this part). The procedures for
restructuring a claim(see 8 191.53 of this part) shall apply to
rej ected nerchandi se drawback if the claimant has an ongoi ng
export programwhich qualifies for this type of drawback

(1) Exportation. The claimnt shall export the nerchandise

under Custons supervision and shall provide docunentary evi dence
of exportation. The claimnt may establish exportation by mail
as set out in § 191.74 of this part.
§ 191.43 Unused merchandise claim.

Rej ect ed nerchandi se nay be the subject of an unused
mer chandi se drawback clai munder 19 U S.C 1313(j)(1), in

accordance wth subpart C of this part, to the extent that the
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mer chandi se qualifies therefor.
8§ 191.44 Destruction under Customs supervision.
A cl ai mant may destroy nerchandi se and obtain rejected
mer chandi se drawback by conplying with the procedures set forth
in 8 191.71(a) of this part relating to destruction.
Subpart E - Completion of Drawback Claims
§ 191.51 Completion of drawback claims.

(a) Ceneral. (1) Conplete claim Unless otherw se

specified, a conplete drawback clai munder this part shal
consi st of the drawback entry on Custons Form 331, applicable
certificate(s) of manufacture and delivery, applicable Notice(s)
of Intent to Export or Destroy, applicable inport entry

nunber (s), coding sheet unless the data is filed electronically,
and evidence of exportation or destruction under subpart G of
this part.

(2) Certificates. Additionally, the associated

certificate(s) of delivery nust be in the possession of the
claimant at the tinme of the filing of the claim Any required
certificate(s) of manufacture and delivery, if not previously
filed with Custons, nust be filed with the claim Previously
filed certificates of manufacture and delivery, if required,
shal |l be referenced in the claim

(b) Drawback due. Drawback claimants are required to

correctly cal cul ate the anobunt of drawback due. The anmount of
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dr awback requested on the drawback entry is generally to be 99
percent of the inport duties eligible for drawback. (For
exanple, if $1,000 in inport duties are eligible for drawback
| ess 1 percent ($10), the anount clainmed on the drawback entry
shoul d be for $990. d ains exceeding 99 percent will not be paid
until the cal cul ati ons have been corrected by the claimnt.)
Clainms for less than 99 percent will be paid as filed, unless the
cl ai mant anends the claimin accordance with 8 191.52(c).

(c) HISUS nunber(s) or Schedule B commobdity nunber(s) of

inports and exports. Drawback claimants are required to provide,

on all drawback clains they submt, the Harnonized Tariff
Schedul e of the United States (HTSUS) nunber(s) for the desig-
nated i nported nerchandi se and the HTSUS nunber(s) or the Sche-
dule B commodity nunber(s) for the exported articles or articles.
For inports, HTSUS nunbers shall be provided fromthe entry sum
mary(s) and ot her entry docunentation, when the clainmant is the
inporter of record, or fromthe certificate of delivery and/or
the certificate of manufacture and delivery, otherw se. For ex-
ports, the HTSUS nunber(s) or Schedule B comodity nunber(s)
shall be fromthe Shipper's Export Declaration(s)(SEDs), when
required. |If no SEDis required (see, e.qg., 15 CFR 30.58), the
cl ai mant shall provide the Schedul e B commodity nunber(s) or
HTSUS nunber (s) that the exporter would have set forth on the
SED, but for the exenption fromthe requirenent for an SED

Manuf act uri ng drawback claimants filing drawback clai ns based on
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certificate(s) of manufacture and delivery filed with the clains
or previously filed with Custons (see paragraph (a) of this
section), may neet this requirenent with the HTSUS nunber(s) on
such certificate(s). The HISUS nunber wll be stated to at | east
6 digits.

(d) Place of filing. For manufacturing drawback, the

claimant shall file the drawback claimw th the drawback office
listed, as appropriate, in the general manufacturing drawback
ruling or the specific manufacturing drawback ruling (see

88 191.7 and 191.8 of this part). For other kinds of drawback,
the claimant shall file the claimwth any drawback office.

8§ 191.52 Completing, perfecting or amending claims.

(a) Conpleting the claim (1) Upon review of a drawback

claim if the claimis determned to be inconplete (see

8§ 191.51(a)(1)), the claimwll be rejected and Custons w ||
notify the filer. The filer shall then have the opportunity to
conplete the claimsubject to the requirenent for filing a
conplete claimwithin 3 years (see paragraph (a)(2) of this
section).

(2) A conpleted drawback claim with all required
docunents, shall be filed wwthin 3 years after the date of
exportation or destruction of the articles which are the subject
of the claim No extension will be granted unless the clai mant

establishes that the Custons Service was responsible for the
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untinmely filing (see 19 U . S.C. 1313(r)(1)). The only exception
is for landing certificates under 8 191.76 of this part.

(b) Perfecting the claim additional evidence required. |If

Custons determnes that the claimis conplete according to the
requi renents of 8 191.51(a)(1), but that additional evidence or
information is required, Custonms will notify the filer. The

cl ai mant shall furnish, or have the appropriate party furnish

t he evidence or information requested wthin 30 days of the date
of notification by Custons. Custons may extend this 30 day
period for good cause if the claimant files a witten request for
such extension within the 30 day period. The evidence or
information required under this paragraph may be filed nore than
3 years after the date of exportation or destruction of the
articles which are the subject of the claim Such additional
evidence or information may include, but is not limted to:

(1) A copy of the export bill of |ading which shal
show that the articles were shipped by the person filing the
drawback entry, or a letter of endorsenent fromthe party in
whose nane the articles were shipped which shall be attached to
such bill of lading, showng that the party filing the entry is
aut horized to claimdrawback and receive paynent (the clai mant
shal |l have on file and nake avail able to Custons upon request,

t he endorsenent fromthe exporter assigning the right to claim
dr awback) ;

(2) A copy of the inport entry and invoi ce annot at ed
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for the nerchandi se identified or designated; and
(3) A copy of the export invoice annotated to indicate
the itenms on which drawback is being clained.

(c) Anmending the claim supplenental filing. Amendnents to

clains for which the drawback entries have not been |i qui dated
must be made within three (3) years after the date of exportation
or destruction of the articles which are the subject of the
drawback claim Liquidated drawback entries may not be anended,;
however, they may be protested as provided for in 8§ 191. 84 of
this part and part 174 of this chapter.
8§ 191.53 Restructuring of claims.
(a) Ceneral. Custonms may require claimants to restructure

t heir drawback clainms in such a manner as to foster Custons
adm nistrative efficiency. |In making this determ nation, Custons
will consider the follow ng factors:

(1) The nunmber of transactions of the claimnt
(i mports and exports);

(2) The value of the clains;

(3) The frequency of clains;

(4) The product or products being clained;, and

(5 For 19 U . S.C 1313(a) and 1313(b) clains, the
provi sions, as applicable, of the general manufacturing drawback
ruling or the specific manufacturing drawback ruling.

(b) Exenption fromrestructuring; criteria. |In order to be
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exenpt froma restructuring, a clainmant nust denonstrate an
inability or inpracticability in restructuring its clains as
requi red by Custonms and nmust provide a nmutually acceptable
alternative. Criteria used in such determnation wll include a
denonstration by the claimnt of one or nore of the foll ow ng:

(1) Conplexities caused by nmultiple cormmodities or the
appl i cabl e general manufacturing drawback ruling or the specific
manuf acturi ng drawback ruling;

(2) Variable and conflicting manufacturing and
inventory periods (for exanple, financial, accounting and
manuf acturing records maintained are significantly different);

(3) Conplexities caused by nultiple manufacturing
| ocati ons;

(4) Conplexities caused by difficulty in adjusting
accounting and inventory records (for exanple, records naintained
- financial or accounting - are significantly different); and/or

(5) Conplexities caused by significantly different
nmet hods of operation.

Subpart F - Verification of Claims
§ 191.61 Verification of drawback claims.

(a) Authority. (1) Drawback office. Al clains shall be

subject to verification by the port director where the claimis
filed.

(2) ITwo or nore locations. The port director
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selecting the claimfor verification may forward copies of the
claimand, as applicable, letters of notification and
acknow edgenent for the general manufacturing drawback ruling or
application for, and letter of approval of, a specific
manuf act uri ng drawback ruling, and request for verification, to
ot her drawback offices when deenmed necessary.

(b) Method. The verifying office shall verify the
accuracy of the related general manufacturing drawback ruling or
speci fic manuf acturing drawback ruling and the sel ected drawback
claims. Verification may include an exam nation of all records
relating to the transaction(s).

(c) Liquidation. Wen a claimhas been selected for

verification, liquidation will be postponed only on the drawback
entries for those clains selected for verification. Postponenent
W ll continue in effect until the verification has been conpl eted
and the appropriate port director issues a report. In the event
that a substantial error is revealed during the verification,

Cust oms may postpone |liquidation of all related product |ine
clainms, or, in Custonms discretion, all clains for that claimnt.
§ 191.62 Falsification of drawback claims.

(a) Crimnal penalty. Any person who know ngly and

willfully files any fal se or fraudulent entry or claimfor the
paynment of drawback upon the exportation of mnerchandi se or

knowi ngly or willfully makes or files any fal se docunent for the
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pur pose of securing the paynent to hinself or others of any
drawback on the exportation of nerchandi se greater than that
| egal |y due, shall be subject to the crimnal provisions of 18
U S.C. 550, 1001 or any other appropriate crimnal sanctions.

(b) Guwvil penalty. Any person who seeks, induces or

af fects the paynent of drawback, by fraud or negligence, or
attenpts to do so, is subject to civil penalties, as provided
under 19 U.S.C 1593a. A fraudulent violation is subject to a
maxi mum adm ni strative penalty of 3 tines the total actual or
potential |oss of revenue. Repetitive negligent violations are
subject to a maxi mum penalty equal to the actual or potenti al

| oss of revenue.

Subpart G - Evidence of Exportation and Destruction

§ 191.71 Drawback on articles destroyed under Customs
supervision.

(a) Procedure. At least 7 working days before the intended
date of destruction of nerchandise or articles upon which
drawback is intended to be clainmed, a Notice of Intent to
Export/ Destroy on Custons Form xxx shall be filed by the clai mant
with the Custons port where the destruction is to take place,
giving notification of the date and specific |ocation where the
destruction is to occur. Wthin 4 working days, Custons shal
advise the filer of its determnation to witness or not to
W tness the destruction. |If the filer of the notice is not so

notified within 4 working days, the nerchandi se may be destroyed
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wi thout delay and will be deened to have been destroyed under
Cust onms supervision. Unless Custons determnes to wtness the
destruction, the destruction of the articles followng tinely
notification on Custonms Form xxx shall be deened to have occurred
under Custons supervision. |f Custons attends the destruction,

it must certify the Notice of Intent to Export/Destroy.

(b) Evidence of destruction. Wen Custons declines the
opportunity to attend the destruction, the claimnt nust submt
evi dence that destruction took place in accordance with the
approved Notice of Intent to Export/Destroy. The evidence nust
be issued by a disinterested third party (for exanple, a landfill
operator). The type of evidence depends on the nmethod and pl ace
of destruction, but must establish that the nerchandi se was, in
fact, destroyed within the meaning of "destruction” in § 191.2(Q)
(i.e., that no articles of commercial value remained after
destruction).

(c) Conpletion of drawback entry. After destruction,

the claimant and, if applicable, the Custons official wtnessing

the destruction shall certify on an attachnment to Custons Form

331 the tinme and pl ace of destruction.

8§ 191.72 Alternative procedures for establishing exportation.
Exportation of articles for drawback purposes shall be

establi shed by conplying with one of the procedures provided for

in this section (in addition to providing prior notice of intent
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to export (see 88 191.35, 191.36, 191.42, and 191.91 of this
part)). Supporting docunentary evidence shall establish
fully the time and fact of exportation and the identity of the
exporter. The alternative procedures for establishing
exportation outlined by this section are:

(a) Actual evidence of exportation consisting of
docunent ary evi dence, such as the original bill of lading, air
waybil'l, freight waybill, Canadian Custons manifest, and/or cargo
mani fest, or certified copies thereof, issued by the exporting
carrier,

(b) Export summary (8§ 191.73);

(c) Certified export invoice for mail shiprments (8 191.74);

(d) Notice of lading for supplies on certain vessels or
aircraft (8 191.112); or

(e) Notice of transfer for articles manufactured or
produced in the U S. which are transferred to a foreign trade
zone (8§ 191.183).

§ 191.73 Export summary procedure.

(a) Ceneral. The export sunmary procedure consists of a
chronol ogi cal sunmmary of exports used to support a drawback
claim It may be submtted as part of the claimin lieu of
actual docunentary evidence of exportation. It may be used by
any claimant for manufacturing drawback, and for unused or

rej ected nerchandi se drawback, as well as for drawback invol ving
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the substitution of finished petroleumderivatives (19 U S.C
1313(a), (b), (c), (j), or (p)). It is intended to inprove
adm ni strative efficiency.

(b) Format of chronol ogical export summary. The

chronol ogi cal summary of the exports shall contain the data
provided for in the follow ng sanpl e:
CHRONCLOG CAL SUMVARY OF EXPORTS

Dr awback entry No.

Caimant ; Exporter __ (if different from cl ai mant)
Period from to
Date of Uni que Descri p- Net Sched. Dest i n-
export export tion quan- B com ation
identifier? tity # or
HT SUS#
(1) (2) (3) (4) (5) (6)

This nunber is to be used to associate the export transaction
presented on the Chronol ogi cal Export Summary to the appropriate
docunentary evidence of exportation (for exanple, Bill of Lading,
Mani f est no., invoice, etc.).

(c) Docunentary evidence. (1) Records. The clainmant,

whet her or not the exporter, shall maintain the chronol ogical
summary of the exports and such additional evidence of
exportation required by Custons to establish fully the identity
of the exported articles and the fact of exportation. The bill
of lading issued by the exporting carrier is the primary proof of

export for drawback purposes.
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(2) Mintenance of records. The claimnt shall submt

as part of the claimthe chronol ogi cal export sumary (see
8§ 191.51). The claimant shall retain records supporting the
Chr onol ogi cal Export Summary for 3 years after paynment of the
related claim Custons may at any tine request to reviewthe
under |l yi ng docunent ati on supporting the Chronol ogi cal Export
Summary.
8§ 191.74 Certification of exportation by mail.

| f the nerchandi se on which drawback is to be clained is
exported by mail or parcel post, the official postal records
whi ch describe the mail shipnent shall be sufficient to prove
exportation. The postal record shall be identified on the
drawback entry, and shall be retained by the claimant and
submtted as part of the drawback claim (see 8 191.10(e) of this
part).
8§ 191.75 Exportation by the Government.

(a) daimby US Governnent. Wien a departnent, branch

agency, or instrunentality of the United States Governnent
exports products with the intention of claimng drawback, it may
establish the exportation in the manner provided in 8 191.73. No
bond shall be required when the United States Governnent cl ains
dr awback.

(b) daimby supplier. Wen a supplier of nmerchandise to

t he Governnent or any of the parties specified in 8 191. 82 of
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this part clainms drawback, exportation shall be established under
8§ 191.73.

§ 191.76 Landing certificate.

(a) Requirenent. Prior to the liquidation of the drawback

entry, Custons may require a landing certificate for every
aircraft departing fromthe United States under its own power if
drawback is clained on the aircraft or a part thereof, except for
t he exportation of supplies under §8 309 of the Act, as anmended
(19 U S.C 1309). The certificate shall show the exact tine of
landing in the foreign destination and describe the aircraft or
parts subject to drawback in sufficient detail to enable Custons
officers to identify themw th the docunentation of exportation.

(b) Witten notice of requirenent and tine for filing. A

| anding certificate shall be filed within one year fromthe
written Custons request, unless Custons Headquarters grants an
ext ensi on.

(c) Signature. A landing certificate shall be signed by a
revenue officer of the foreign country of the export's
destination, unless the enbassy of that country certifies in
witing that there is no Custons adm nistration in that country,
in which case the landing certificate may be signed by the
consignee or the carrier's agent at the place of unlading.

(d) lnability to produce landing certificates. A landing

certificate shall be waived by the requiring Custons authority if
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the clai mant denonstrates inability to obtain a certificate and
of fers other satisfactory evidence of export.

Subpart H - Liquidation and Protest of Drawback Entries
§ 191.81 Liquidation.

(a) Tine of liquidation. Drawback entries may be

iquidated after:
(1) Liquidation of the inport entry beconmes final; or
(2) Deposit of estimated duties on the inported

mer chandi se and before liquidation of the inport entry.

(b) dains based on estimated duties. (1) Drawback may be

paid on estimated duties if the inport entry has not been
liquidated, or the liquidation has not becone final (because of a
protest being filed) (see also 8 173.4(c) of this chapter), and

t he drawback cl ai mant and any other party responsible for the
paynment of liquidated inport duties each file a witten request
for paynment of each drawback claim waiving any right to paynent
or refund under other provisions of law. The drawback cl ai mant
shall, to the best of its know edge, identify each inport entry
that has been protested or that is the subject of a request for
reliquidation (19 U S.C. 1520(c)(1)) and that is included in the
drawback claim A drawback entry, once finally |iquidated on the
basis of estimated duties, shall not be adjusted by reason of a
subsequent final liquidation of the inport entry.

(2) However, if final liquidation of the inport entry
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di scl oses that the total anmount of inport duty is different from
the total estinmated duties deposited, the party responsible for
the paynent of l|iquidated duties, as applicable, shall:

(i) Be liable for 1 percent of all increased
duties found to be due on that portion of merchandi se recorded on
t he drawback entry; or

(1i) Be entitled to a refund of 1 percent of al
excess duties found to be paid on that portion of the nmerchandi se
recorded on the drawback entry.

(c) dains based on voluntary tenders or other paynents of

duties. (1) Voluntary tenders. Drawback may be paid on

voluntary tenders of the unpaid anount of |awful ordinary Custons
duties on an entry, or wthdrawal from warehouse, for consunption
provi ded t hat:

(1) The entry, or wthdrawal from warehouse, for
consunption for which the voluntary tender was nade is
specifically identified in the voluntary tender; and

(i1) Liquidation of the drawback entry in which
that specifically identified inport entry, or wthdrawal from
war ehouse, for consunption is designated has not becone final.

(2) Oher paynents of duty. Drawback may be paid on

any ot her paynent of lawful ordinary Custons duties for an entry,
or withdrawal from warehouse, for consunption, such as paynent of
a demand for duties under 19 U S.C. 1592(d), provided that:

(1) The paynent is specifically identified as
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duty on a specifically identified entry, or w thdrawal from
war ehouse, for consunption;

(1i) Liquidation of the specifically identified
entry, or wthdrawal from warehouse, for consunption becane final
prior to such paynent; and

(ti1) Liquidation of the drawback entry in which
that specifically identified inport entry, or wthdrawal from
war ehouse, for consunption is designated has not becone final.

(3) Witten request and wai ver. Drawback may be paid

on clainms based on voluntary tenders or other paynents of duties
under this subsection only if the drawback cl ai mant and any ot her
party responsible for the paynent of the voluntary tenders or

ot her paynments of duties each file a witten request for paynent
of each drawback clai mbased on such voluntary tenders or other
paynments of duties, waiving any right to paynent or refund under
ot her provisions of |aw

(d) dains based on liquidated duties. Drawback shall be

based on the final |iquidated duties paid that have been nmade
final by operation of |law (except in the case of the witten
request for paynent of drawback on the basis of estimted duties,
voluntary tender of duties, and other paynents of duty, and

wai ver, provided for in paragraphs (b) and (c) of this section).

(e) Liquidation procedure. Wen the drawback claim has

been conpleted by the filing of the entry and other required

docunents, and exportation (or destruction) of the articles has
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been established, the drawback office shall determ ne drawback
due on the basis of the conplete drawback claim the applicable
general manufacturing drawback ruling or specific manufacturing
drawback ruling, and any other rel evant evidence or information.

(f) Distribution and value of nmultiple products.

(1) Di.stribution. Were two or nore products result

fromthe manufacture or production of nerchandi se, drawback shal
be distributed to the several products in accordance with their
relative value at the tinme of separation
(2) Value. The value to be used in conmputing the

di stribution of drawback where two or nore products result from
t he manufacture or production of merchandi se under drawback
conditions shall be the market value (see 8§ 191.2(r) of this
part), unless another value is approved by Custons.

(g) Paynent. The drawback office shall authorize the
amount of the refund due as drawback to the clai mant.
8§ 191.82 Person entitled to claim drawback.

Unl ess otherwi se provided in this part (see 88 191.42(b),
191. 162, 191.175(a), 191.186), the exporter (or destroyer) shal
be entitled to clai mdrawback, unless the exporter (or
destroyer), by neans of a certification, waives the right to
cl ai m drawback and assigns such right to the manufacturer,
producer, inporter, or internediate party (in the case of

drawback under 19 U. S.C. 1313(j)(1), see 8 191.33(a)). Such
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certification shall also affirmthat the exporter (or destroyer)
has not and will not assign the right to claimdrawback on the
particul ar exportation or destruction to any other party.

8§ 191.83 Person entitled to receive payment.

Drawback is paid to the claimnt (see 8§ 191.82).
§ 191.84 Protests.

Procedures to protest the denial, in whole or in part, of a
drawback entry shall be in accordance with part 174 of this
chapter (19 CFR part 174).

Subpart I - Privileges
8§ 191.91 Wailver of prior notice of Intent to export.

(a) Ceneral. The requirenent in 8 191.35 of this part for
prior notice of intent to export nerchandi se which may be the
subj ect of an unused nerchandi se drawback cl ai munder 8 313(j) of
the Act, as anended (19 U S.C. 1313(j)), nay be waived under the
provi sions of this section.

(b) Application. (1) Wwo may apply. A claimant for unused

mer chandi se drawback under 19 U.S.C. 1313(j) may apply for a
wai ver of prior notice of intent to export merchandi se under this
section.

(2) Contents of application. An applicant for a waiver

of prior notice under this section nust file a witten
application with the drawback office where the clains wll be

filed. Such application shall include the follow ng:
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(1) Required information:

(A) Nane, address, and identification nunber
of applicant;

(B) Nane, address, and identification nunber
of current exporter(s), if applicant is not the exporter;

(C Export period covered by this
appl i cation;

(D) Commodity/product lines of inported and
exported merchandi se covered by this application;

(E) Oigin of merchandi se covered by this
application;

(F) Estimated nunber of export transactions
during the next 12-nonth period covered by this application;

(G Port(s) of exportation to be used during
the next 12-nonth period covered by this application;

(H Estimated dollar value of potenti al
drawback during the next 12-nonth period covered by this
application; and

(I') The relationship between the parties
involved in the inport and export transactions;

(1i) A witten declaration whether or not the
appl i cant has previously been denied a waiver request, or had an
approval of a waiver revoked, by any other drawback office; and

(tit) Acertification that the foll ow ng

docunentary evidence will be nade avail able for Custons review
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upon request:
(A) For the purpose of establishing that the
i nported nerchandi se was not used in the United States (for
pur poses of drawback under 19 U. S.C 1313(j)(1)) or that the
exported merchandi se was not used in the United States and was
commercially interchangeable with the inported nerchandi se (for
pur poses of drawback under 19 U . S.C 1313(j)(2)):
(1) Business records prepared in the
ordi nary course of business;
(2) Laboratory records prepared in the
ordi nary course of business; and
(3) Inventory records prepared in the
ordi nary course of business tracing all relevant novenents and
storage of the inported nmerchandi se, substituted nerchandi se,
and/ or exported nerchandi se; and
(B) Evidence establishing conpliance with
ot her applicabl e drawback requirenents, upon Custons request
under paragraph (b)(2)(iii) of this section.

(3) Sanples of records to acconpany application. To

expedite the processing of applications under this section, the
application should contain at | east one sanple of each of the
records to be used to establish conpliance with the applicable
requi renents (that is, sanple of inport docunent (for exanple,
Cust onms Form 7501), sanple of export docunent (for exanple, bil

of lading), and sanples of business, |aboratory, and inventory
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records certified, under paragraph (b)(2)(iii)(A) (1) through (3)
of this section, to be available to Custons upon request).

(c) Action on application. (1) Custons review The

drawback office shall review and verify the information submtted
on and with the application. Custonms will notify the applicant
inwiting within 90 days of receipt of the application of its
deci sion to approve or deny the application, or of Custons
inability to approve, deny, or act on the application. [In order
for Custons to evaluate the application, Custons may request any
of the information listed in paragraph (b)(2)(iii)(A) (1) through
(3) of this section. Based on the information submtted on and
with the application and any information so requested, and based
on the applicant's record of transactions with Custons, the
drawback office will approve or deny the application. The
criteria to be considered in reviewing the applicant's record
with Custons include (as applicable):

(1) The presence or absence of unresol ved Custons
charges (duties, taxes, or other debts owed Custons);

(1i) The accuracy of the claimnt's past drawback
cl ai ns;

(ti1) \Wether waiver of prior notice was
previ ously revoked or suspended; and

(iv) The presence or absence of any failure to
present nerchandi se to Custons for exam nation after Custons had

tinmely notified the party filing a Notice of Intent to
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Export/ Destroy of Custons intent to exam ne the merchandi se (see
§ 191.35 of this part).

(2) Approval. The approval of an application for
wai ver of prior notice of intent to export, under this section,
shal | operate prospectively, applying only to those export
shi pnents occurring after the date of the waiver. It shall be
subject to a stay, as provided in paragraph (d) of this section.

(3) Denial. [If an application for waiver of prior
notice of intent to export, under this section, is denied, the
applicant shall be given witten notice, specifying the grounds
therefor, together with what corrective action may be taken, and
inform ng the applicant that the denial nmay be appealed in the
manner prescribed in paragraph (g) of this section. The
applicant may not reapply for a waiver until the reason for the
denial is resol ved.

(d) Stay. A privilege holder's privilege my be stayed,
for a specified reasonabl e period, should the agency desire for
any reason to exam ne the nmerchandi se being exported with
drawback prior to its exportation for purposes of verification.
A stay of this privilege shall take effect on the date of the
agency's letter notifying the privil ege holder of the stay and
shall remain in effect for the period specified in that letter,
or such earlier date as the agency notifies the privilege hol der
in witing that the reason for the stay has been satisfi ed.

After the stay is |ifted, operation under the privil ege may
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resune.

(e) Proposed revocation. Custons may propose to revoke the

approval of an application for waiver of prior notice of intent
to export, under this section, for good cause (that is,
nonconpl i ance with the drawback | aw and/or regul ations). Custons
shall give witten notice of the proposed revocation of a waiver
of prior notice of intent to export. The notice shall specify
the reasons for Custons proposed action and provide information
regardi ng the procedures for challenging Custons proposed
revocation action as prescribed in paragraph (g) of this section.

(f) Action by drawback office controlling. Action by the

appropriate drawback office to approve, deny, stay, or revoke

wai ver of prior notice of intent to export, unless reversed by
Custons Headquarters, will govern the applicant's eligibility for
this procedure in all Custons drawback offices. If the
application for waiver of prior notice of intent to export is
approved, the claimant shall submt a copy of the approval letter
wth the first drawback claimfiled in any drawback office other
than the approving office, when the export upon which the claim
is based was without prior notice, under this section.

(g) Appeal of denial or challenge to proposed revocation.

An appeal of a denial of an application under this section, or
chal l enge to the proposed revocation of an approved application
under this section, may be nade by letter to the drawback office

i ssuing the denial or proposed revocation and nust be filed
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within 30 days of the date of denial or proposed revocation. A
deni al of an appeal or challenge nmade to the drawback office may
itself be appeal ed to Custons Headquarters and nust be filed
within 30 days of the denial date of the initial appeal or
chal | enge. The 30-day period for appeal or challenge to the
drawback office or to Custons Headquarters may be extended for
good cause, upon witten request by the applicant or privilege
hol der for such extension filed with the appropriate office
within the 30-day peri od.
§ 191.92 Accelerated payment.

(a) Scope. Accelerated paynent of drawback is avail able on
claims covering exportations (or destructions, if applicable)
under the manufacturing, rejected or unused merchandi se drawback
provisions, as well as clains for the substitution of finished
petrol eum derivatives (19 U S.C. 1313(a), (b), (c), (j), or (p)).
Accel erat ed paynent of a drawback claim does not constitute
i quidation of the drawback entry.

(b) Application for approval: contents. A person who

w shes to apply for accel erated paynent of drawback nust file a
witten application with the drawback office where clains wll be
filed.

(1) Required information. The application nust

cont ai n:

(1) Conpany nanme and address;
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(1i) ldentification nunber (including suffixes);
(tit) ldentity (by nanme and title) of the person
in claimant's organi zation who wll be responsible for the
dr awback program
(1v) Description of the bond coverage the
applicant intends to use to cover accel erated paynents of
drawback (see paragraph (d) of this section), including:
(A) Identity of the surety to be used;
(B) Dollar amount of bond coverage for the
first year under the accel erated paynent procedure; and
(C© Procedures to ensure that bond coverage
remai ns adequate (that is, procedures to alert the applicant when
and if its accelerated paynent potential liability exceeds its
bond cover age);
(v) Description of nmerchandi se and/or articles
covered by the application;
(vi) Type(s) of drawback covered by the
application; and
(vii) Estimated dollar value of potential
drawback during the next 12-nonth period covered by the
appl i cation.

(2) Previous applications. |In the application, the

applicant nust state whether or not the applicant has previously
been deni ed an application for accel erated paynent of drawback,

or had an approval of such an application revoked by any drawback
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of fice.

(3) Certification of conpliance. In or with the
application, the applicant nust also submt a certification,
signed by the applicant, that all applicable statutory and
regul atory requirenents for drawback will be net.

(4) Description of claimant's drawback program Wth

the application, the applicant nmust submt a description (wth
sanpl e docunents) of how the applicant wll ensure conpliance
wth its certification that the statutory and regul atory drawback
requirenents will be nmet. This description may be in the form of
a booklet. The detail contained in this description should vary
dependi ng on the size and conplexity of the applicant's

accel erated drawback program (for exanple, if the dollar anpunt
is great and there are several kinds of drawback involved, with
differing inventory, manufacturing, and shipping nethods, greater
detail in the description wll be required). The description
must include at |east:

(1) The name of the official in the claimant's
organi zati on who is responsi ble for oversight of the claimant's
dr awback program

(i1) The procedures and controls denonstrating
conpliance with the statutory and regul atory drawback
requirenents;

(ti1) The paranmeters of claimnt's drawback

record- keepi ng program including the retention period and net hod
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(for exanple, paper, electronic, etc.);

(tv) Alist of the records that will be
mai nt ai ned, including at | east sanple inport docunents, sanple
export docunents, sanple inventory and transportati on docunents
(i1f applicable), sanple | aboratory or other docunments
establishing the qualification of nerchandise or articles for
substitution under the drawback law (if applicable), and sanple
manuf acturi ng docunents (if applicable);

(v) The procedures that will be used to notify
Cust onms of changes to the claimant's drawback program variances
fromthe procedures described in this application, and viol ations
of the statutory and regul atory drawback requirenents; and

(vi) The procedures for an annual review by the
claimant to ensure that its drawback program conplies with the
statutory and regul atory drawback requirenents and that Custons
is notified of any nodifications fromthe procedures described in
this application.

(c) Sanple application. The drawback office, upon request,

shal | provide applicants for accel erated paynent wwth a sanple
letter format to assist themin preparing their subm ssions.

(d) Bond required. |If approved for accel erated paynent,

the claimant nmust furnish a properly executed bond in an anount
sufficient to cover the estinmated anount of drawback to be
claimed during the termof the bond. |If outstanding accel erated

drawback cl ai s exceed the anount of the bond, the drawback
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office will require additional bond coverage as necessary before
addi tional accel erated paynents are nade.

(e) Action on application. (1) Custons review The

drawback office shall review and verify the information submtted
in and with the application. |In order for Custons to eval uate
the application, Custons may request additional information
(i ncluding additional sanple docunents) and/or explanations of
any of the information provided for in paragraph (b)(4) of this
section. Based on the information submtted on and with the
application and any information so requested, and based on the
applicant's record of transactions with Custons, the drawback
office will approve or deny the application. The criteria to be
considered in reviewing the applicant's record with Custons
i nclude (as applicable):

(1) The presence or absence of unresol ved Custons
charges (duties, taxes, or other debts owed Custons);

(1i) The accuracy of the claimnt's past drawback
clainms; and

(1i1) \Wether accel erated paynent of drawback or
any ot her drawback privilege was previously revoked or
suspended.

(2) Notification to applicant. Custons wll notify

the applicant in witing within 90 days of receipt of the
application of its decision to approve or deny the application,

or of Custons inability to approve, deny, or act on the
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appl i cation.

(3) Approval. The approval of an application for
accel erated paynent, under this section, shall operate
prospectively, applying to those clains filed after the date of
approval. It shall be subject to a stay, as provided in
paragraph (f) of this section.

(4) Denial. |If an application for accel erated paynent
of drawback under this section is denied, the applicant shall be
given witten notice, specifying the grounds therefor, together
wi th what corrective action may be taken, and informng the
applicant that the denial may be appealed in the manner
prescribed in paragraph (i) of this section. The applicant may
not reapply for accel erated paynent of drawback until the reason
for the denial is resolved.

(f) Stay. A privilege holder's privilege my be stayed,
for a specified reasonabl e period, should the agency desire for
any reason to exam ne conpliance wth the drawback | aw and
regul ations for purposes of verification. A stay of this
privilege shall take effect on the date of the agency's letter
notifying the privilege holder of the stay and shall remain in
effect for the period specified in the agency's letter, or such
earlier date as the agency notifies the privilege holder in
witing that the reason for the stay has been satisfied. After
the stay is lifted, operation under the privilege nay resune.

(g) Proposed revocation. Custons may propose to revoke the
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approval of an application for accel erated paynent of drawback
under this section, for good cause (that is, nonconpliance with
t he drawback | aw and/or regulations). |In case of such proposed
revocation, Custons shall give witten notice of the proposed
revocation of the accel erated paynent privilege. The notice
shal | specify the reasons for Custons proposed action and the
procedures for chall enging Custons proposed revocation action as
prescri bed in paragraph (i) of this section.

(h) Action by drawback office controlling. Action by the

appropriate drawback office to approve, deny, stay, or revoke the
privilege of accel erated paynent of drawback will govern the
applicant's eligibility for this procedure in all Custons
drawback offices. [If the application for accel erated paynent of
drawback i s approved and the clai mant desires accel erated paynent
of drawback in a drawback claimfiled in a drawback office other
t han the approving drawback office, the claimnt shall submt a
copy of the approval letter with the first drawback claimfiled
in the drawback office other than the approving office.

(1) Appeal of denial or challenge to proposed revocation.

An appeal of a denial of an application under this section, or
chal | enge to the proposed revocati on of an approved application
under this section, may be nade in witing to the drawback office
i ssuing the denial or proposed revocation and nust be filed
within 30 days of the date of denial or proposed revocation. A

deni al of an appeal or challenge nmade to the drawback office may
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itself be appeal ed to Custons Headquarters and nust be filed
within 30 days. The 30-day period for appeal or challenge to the
drawback office or to Custons Headquarters may be extended for
good cause, upon witten request by the applicant or privilege
hol der for such extension filed with the appropriate office
within the 30-day peri od.

(j) Paynent. The drawback office approving a drawback
claimin which accel erated paynent of drawback was requested (and
in which the claimant has been approved for accel erated paynent
of drawback under this section) shall certify the drawback claim
for paynment within 3 weeks after filing, if a conponent for
electronic filing of drawback clains, records, or entries which
has been inplenmented under the National Custons Autonation
Program (NCAP) (19 U.S.C. 1411 - 1414) is used, and within 3
months after filing, if the claimis filed manually. After
i quidation, the drawback office shall certify paynent of any
anmount due or demand a refund of any excess anount paid. Any
excess anmount of duty the subject of accelerated paynent that is
not refunded within 30 days after the date of |iquidation of the
rel ated drawback entry shall be considered delinquent (see
88 24.3a and 113.65(b) of this chapter.)

8§ 191.93 Combined applications.
An applicant for the privileges provided for in 8§ 191.91

and 191.92 of this subpart may apply for only one privilege, both
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privileges separately, or both privileges in one application
package. In the latter instance, the intent to apply for both
privileges nmust be clearly stated. 1In all instances, all of the
requirenents for the privilege(s) applied for nmust be net (for
exanpl e, in a conbined application for both privileges, all of
the information required for each privilege, all required sanple
docunents for each privilege, and all required certifications
must be included in and with the application).

Subpart J - Internal Revenue Tax on Flavoring Extracts and
Medicinal or Toilet Preparations (Including Perfumery)
Manufactured from Domestic Tax-Paid Alcohol

§ 191.101 Drawback allowance.

(a) Drawback. Section 313(d) of the Act, as anmended (19
U S C 1313(d)), provides for drawback of internal revenue tax
upon the exportation of flavoring extracts and nedicinal or
toilet preparations (including perfunmery) manufactured or
produced in the United States in part fromthe donestic tax-paid
al cohol .

(b) Shipnent to Puerto Rico, the Virgin Islands, Guam and

Anmeri can Sanpa. Dr awback of internal revenue tax on articles

manuf act ured or produced under this subpart and shipped to Puerto
Rico, the Virgin Islands, Guam or Anmerican Sanoa shall be
all owed in accordance with 8§ 7653(c) of the Internal Revenue Code

(26 U . S.C. 7653(c)). However, there is no authority of |aw for
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t he all owance of drawback of internal-revenue tax on flavoring
extracts or nedicinal or toilet preparations (including
perfunery) manufactured or produced in the United States and
shi pped to Wake Island, Mdway Islands, Kingman Reef, Canton
| sl and, Enderbury Island, Johnston Island, or Palnyra Island.
§ 191.102 Procedure.

(a) General. Oher provisions of this part relating to
direct identification drawback (see subpart B of this part) shal
apply to clains for drawback filed under this subpart insofar as
applicable to and not inconsistent with the provisions of this

subpart.

(b) Mnufacturing record. The manufacturer of flavoring
extracts or nedicinal or toilet preparations on which drawback is
cl aimed shall record the products manufactured, the quantity of
waste, if any, and a full description of the alcohol. These
records shall be available at all times for inspection by Custons
of ficers.

(c) Additional information required on the manufacturer's

application for a specific manufacturing drawback ruling. The

manuf acturer's application for a specific manufacturing drawback
ruling, under 8 191.8 of this part, shall state the quantity of
donestic tax-paid al cohol contained in each product on which
drawback is cl ai ned.

(d) Variance in alcohol content. (1) Variance of nore
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than 5 percent. |If the percentage of al cohol contained in a

medi ci nal preparation, flavoring extract or toilet preparation
varies by nore than 5 percent fromthe percentage of alcohol in
the total volune of the exported product as stated in a

previ ously approved application for a specific manufacturing
drawback ruling, the manufacturer shall apply for a new specific
manuf act uri ng drawback ruling pursuant to 8§ 191.8 of this part.
If the variation differs froma previously filed schedule, the
manuf acturer shall file a new schedul e i ncorporating the change.

(2) Variance of 5 percent or less. Variances of 5

percent or |less of the volunme of the product shall be reported to
t he appropriate drawback office where the drawback entries are
liquidated. |In such cases, the drawback office may all ow
drawback w thout specific authorization from Custons
Headquarters.

(e) Tine period for conpleting clains. The 3-year period

for the conpletion of drawback clains prescribed in 19 U S. C
1313(r) (1) shall be applicable to clains for drawback under this

subpart.

(f) Eiling of drawback entries on duty-paid inported

nmer chandi se and tax-paid al cohol. Wen the drawback cl ai mcovers

duty-paid inported nerchandise in addition to tax-paid al cohol,
the claimant shall file one set of entries for drawback of
Custonms duty and another set for drawback of internal revenue

t ax.
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(g) Description of the alcohol. The description of the

al cohol stated in the drawback entry may be obtained fromthe
description on the package containing the tax-paid al cohol.

§ 191.103 Additional requirements.

(a) Mnufacturer clains donestic drawback. 1In the case of
medi ci nal preparations and flavoring extracts, the clai mant shal
file wwth the drawback entry, a declaration of the manufacturer
showi ng whether a claimhas been or will be filed by the
manuf acturer with the regional regulatory adm nistrator of the
Bur eau of Al cohol, Tobacco and Firearns for donmestic drawback on
al cohol under 88 5131, 5132, 5133 and 5134, Internal Revenue
Code, as anended (26 U.S.C 5131, 5132, 5133 and 5134).

(b) Manufacturer does not claimdonestic drawback.

(1) Subm ssion of statenent. |If no claimhas been or

will be filed wwth the Bureau of Al cohol, Tobacco and Firearns
for donestic drawback on nedicinal preparations or flavoring
extracts, the manufacturer shall submt a statenent, in
duplicate, setting forth that fact to the appropriate regional
regul atory adm ni strator of the Bureau of Al cohol, Tobacco and
Firearnms for the region in which the manufacturer's factory is
| ocat ed.

(2) Contents of the statenent. The statenent shal

show t he:

(1) Quantity and description of the exported
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pr oduct s;

(1i) ldentity of the alcohol used by serial
nunber of package or tank car;

(ti1) Nanme and registry nunber of the warehouse
from whi ch the al cohol was w t hdrawn;

(iv) Date of wthdrawal;

(v) Serial nunber of the tax-paid stanp or
certificate, if any; and

(vi) Drawback office where the claimw !l be
filed.

(3) Verification of the statenent. The regional

regul atory adm ni strator, Bureau of Al cohol, Tobacco and
Firearms, shall verify receipt of this statenent, forward the
original of the docunent to the drawback office designated, and
retain the copy.
8§ 191.104 Alcohol, Tobacco and Firearms certificates.

(a) Request. The drawback clai mant or nanufacturer shal
file awitten request with the regional regulatory
adm ni strator, Bureau of Al cohol, Tobacco and Firearns, in whose
region the al cohol used in the manufacture was w t hdrawn
requesting himto provide the Custons drawback office where the
drawback claimw || be processed, a tax-paid certificate on
Al cohol, Tobacco and Firearnms Form 5100.4 (Certificate of Tax-

Pai d Al cohol).
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(b) Contents. The request shall state the:

(1) Quantity of alcohol in taxable gallons;

(2) Serial nunber of each package;

(3) Serial nunber of the stanp, if any;

(4) Amunt of tax paid on the al cohol;

(5 Nane, registry nunber, and |location of the
war ehouse,

(6) Date of wthdrawal;

(7) Nane of the manufacturer using the alcohol in
produci ng the exported articl es;

(8) Address of the manufacturer and his manufacturing
pl ant; and

(9) Custons drawback office where the drawback claim
w Il be processed.

(c) Extracts of Alcohol, Tobacco and Firearns certificates.

If a certification of any portion of the alcohol described in the
Bureau of Al cohol, Tobacco and Firearnms Form 5100.4 is required
for liquidation of drawback entries processed in another drawback
of fice, the drawback office, on witten application of the person
who requested its issuance, shall transmt a copy of the extract
fromthe certificate for use at that drawback office. The
drawback office shall note that the copy of the extract was
prepared and transm tted.

§ 191.105 Liquidation.
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The drawback office shall ascertain the final anmount of
drawback due by reference to the certificate of manufacture and
delivery and the specific manufacturing drawback ruling under
whi ch the drawback clainmed is allowable.
§ 191.106 Amount of drawback.

(a) daimfiled with Bureau of Al cohol, Tobacco and

Firearms. |If the declaration required by 8 191. 103 of this
subpart shows that a claimhas been or will be filed with the
Bureau of Al cohol, Tobacco and Firearns for donestic drawback
drawback under 8§ 313(d) of the Act, as anended (19 U S. C
1313(d)), shall be limted to the difference between the anount
of tax paid and the anount of donestic drawback cl ai ned.

(b) daimnot filed with Bureau of Al cohol, Tobacco and

Firearns. |If the declaration and verified statenent required by
8§ 191. 103 show that no claimhas been or will be filed by the
manuf acturer with the Bureau of Al cohol, Tobacco and Firearns for
donmesti c drawback, the drawback shall be the full anount of the
tax on the al cohol used.

(c) No deduction of 1 percent. No deduction of 1 percent

shal | be made in drawback clains under 8 313(d) of the Act, as
anmended (19 U S. C. 1313(d)).

(d) Paynent. The drawback due shall be paid in accordance
with 8 191.81(f) of this part.

Subpart K - Supplies for Certain Vessels and Aircraft
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§ 191.111 Drawback allowance.

Section 309 of the Act, as anended (19 U. S.C 1309),
provi des for drawback on articles |aden as supplies on certain
vessels or aircraft of the United States or as supplies including
equi pnent upon, or used in the nmaintenance or repair of, certain
foreign vessels or aircraft.
§ 191.112 Procedure.

(a) Ceneral. The provisions of this subpart shall override
ot her conflicting provisions of this part.

(b) Custons fornms. The drawback claimant shall file with

t he drawback office the drawback entry on Custons Form 331
annotated for 19 U S.C. 1309, and attach thereto a notice of

| adi ng on Custons Form 7514, in quadruplicate, unless the export
summary procedure, provided for in 8 191.73, is used. |If the
export summary procedure is used, the requirenents in 8§ 191.73
shal | be conplied with, as applicable.

(c) Tine of filing notice of lading. In the case of

drawback in connection with 19 U S.C. 1309(b), the drawback
notice of |lading on Custons Form 7514 may be filed either before
or after the lading of the articles. |If filed after |ading, the
notice shall be filed within 3 years after exportation of the
articles.

(d) Contents of notice. The notice of |ading shall show

(1) The name of the vessel or identity of the aircraft
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on which articles were or are to be | aden;
(2) The nunmber and kind of packages and their marks
and nunbers;
(3) A description of the articles and their wei ght
(net), gauge, neasure, or nunber; and
(4) The nane of the exporter.

(e) Assignnment of nunbers and return of one copy. The

drawback office shall assign a nunber to each notice of |ading
and return one copy to the exporter for delivery to the master or
aut hori zed officer of the vessel or aircraft.

(f) Declaration. (1) Requirenent. The master or an

aut hori zed representative of the vessel or aircraft having
knowl edge of the facts shall conplete the section of the notice
entitled "Declaration of Master or O her Oficer".

(2) Procedure if notice filed before lading. |If the

notice is filed before lading of the articles, the declaration
must be conpleted on the copy of the nunbered drawback notice
that was filed with the drawback office and returned to the
exporter for this purpose.

(3) Procedure if notice filed after lading. |If the

drawback notice is filed after lading of the articles, the

drawback claimant may file a separate docunent containing the

decl aration required on the Drawback Notice, Custons Form 7514.
(4) Filing. The drawback clainmant shall file with the

drawback office both the drawback entry and the drawback notice
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or separate docunent containing the declaration of the master or
other officer or representative.

(g) Information concerning class or trade. Information

about the class of business or trade of a vessel or aircraft is
required to be furnished in support of the drawback entry if the
vessel or aircraft is American.

(h) Vessel or aircraft required to clear or obtain a permt

to proceed. After the vessel or aircraft has cleared or obtained
a permt to proceed, the drawback office shall conplete the
section entitled "Custons Certification" on one of the copies of
the notice of |ading. The drawback office shall return the

conpl eted copy and one other copy to the exporter or the person
desi gnated by the exporter for subsequent filing with the
drawback claim

(1) Vessel or aircraft not required to clear or obtain a

permt to proceed. |If the vessel or aircraft is not required to

clear or obtain a permt to proceed to another port, the drawback
office shall return to the exporter or the person designated by
the exporter two copies of the notice, noting the absence of a
requi renent for clearance or permt to proceed, for subsequent
filing wth the drawback claim The claimant shall file with the
claiman itinerary of the vessel or aircraft for the imediate
voyage or flight showing that the vessel or aircraft is engaged
in a class of business or trade which makes it eligible for

dr awback.
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(j) Articles laden or installed on aircraft as equi pnent or

used in the nmaintenance or repair of aircraft. The drawback

of fice where the drawback claimis filed shall require a
decl aration or other evidence showng to its satisfaction that
articles have been | aden or installed on aircraft as equi pnent or

used in the mai ntenance or repair of aircraft.

(k) FEuel laden on vessels or aircraft as supplies.

(1) Conposite notice of lading. In the case of fuel

| aden on vessels or aircraft as supplies, the drawback cl ai mant
may file with the drawback office a conposite notice of |ading on
the reverse side of Custonms Form 7514, for each cal endar nonth.
The conposite notice of lading shall describe all of the drawback
claimant's deliveries of fuel supplies during the one cal endar
nmonth at a single port or airport to all vessels or airplanes of
one vessel owner or operator or airline. This includes fuel

| aden for flights or voyages between the contiguous U S. and
Hawai i, Al aska, or any U S. possessions (see 8 10.59 of this

chapter).

(2) Contents of conposite notice. The conposite
notice shall show for each voyage or flight, either on the
reverse side of Custonms Form 7514 or on a continuation sheet:

(1) The identity of the vessel or aircraft;
(1i) A description of the fuel supplies |aden;
(tit) The quantity |aden; and

(i1v) The date of | ading.
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(3) Declaration of owner or operator. An authorized

vessel or airline representative having know edge of the facts
shal |l conplete the section "Declaration of Master or O her
Oficer" on Custonms Form 7514.

(') Desire to land articles covered by notice of |ading.

The master of the vessel or commander of the aircraft desiring to
land in the United States articles covered by a notice of |ading
shall apply for a permt to land those articles under Custons
supervision. All articles |anded, except those transferred under
the original notice of lading to another vessel or aircraft
entitled to drawback, shall be considered i nported nerchandi se
for the purpose of 8 309(c) of the Act, as anended (19 U S. C
1309(c)).

Subpart L - Meats Cured with Imported Salt
§ 191.121 Drawback allowance.

Section 313(f) of the Act, as anended (19 U S.C. 1313(f)),
provi des for the all owance of drawback upon the exportation of
meats cured with inported salt.

§ 191.122 Procedure.

(a) Ceneral. Oher provisions of this part relating to
direct identification manufacturing drawback shall apply to
clainms for drawback under this subpart insofar as applicable to
and not inconsistent with the provisions of this subpart.

(b) Custons form The fornms used for other drawback cl ai ns
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shal |l be used and nodified to show that the claimis being nmade
for refund of duties paid on salt used in curing neats.

§ 191.123 Refund of duties.

Drawback shall be refunded in aggregate anmounts of not |ess
than $100 and shall not be subject to the retention of 1 percent
of duties paid.

Subpart M - Materials for Construction and Equipment

of Vessels and Aircraft Built for Foreign Ownership

and Account
§ 191.131 Drawback allowance.

Section 313(g) of the Act, as amended (19 U. S.C. 1313(qg)),
provi des for drawback on inported naterials used in the
construction and equi pnent of vessels and aircraft built for
forei gn account and ownership, or for the governnent of any
foreign country, notw thstandi ng that these vessels or aircraft
may not be exported within the strict nmeaning of the term
§ 191.132 Procedure.

O her provisions of this part relating to direct
identification manufacturing drawback shall apply to clains for
drawback filed under this subpart insofar as applicable to and
not inconsistent wwth the provisions of this subpart.

§ 191.133 Explanation of terms.
(a) Mterials. Section 313(g) of the Act, as anmended (19

U S C 1313(g)), applies only to naterials used in the original
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construction and equi pnent of vessels and aircraft and not to
materials used for alteration or repair, or to materials not
required for safe operation of the vessel or aircraft.

(b) Foreign account and ownership. Foreign account and

ownership, as used in 8 313(g) of the Act, as anended (19 U S. C
1313(g)), nmeans only vessels or aircraft built or equipped for

t he account of an owner or owners residing in a foreign country
and having a bona fide intention that the vessel or aircraft,
when conpl eted, shall be owned and operated under the flag of a
foreign country.

Subpart N - Foreign-Built Jet Aircraft Engines

Processed i1n the United States
§ 191.141 Drawback allowance.

Section 313(h) of the Act, as anended (19 U S.C. 1313(h)),
provi des for drawback on the exportation of jet aircraft engines
manuf act ured or produced abroad that have been overhaul ed,
repaired, rebuilt, or reconditioned in the United States with the
use of inported nerchandi se, including parts.

§ 191.142 Procedure.

O her provisions of this part shall apply to clains for
drawback filed under this subpart insofar as applicable to and
not inconsistent wwth the provisions of this subpart.

§ 191.143 Drawback entry.

(a) Filing of entry. Drawback entries covering these
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foreign-built jet aircraft engines shall be filed on Custons Form
331, nodified to show that the entry covers jet aircraft engines
processed under 8 313(h) of the Act, as anended (19 U S.C
1313(h)).

(b) Contents of entry. The entry shall show the country in

whi ch each engi ne was manuf actured and descri be the processing
performed thereon in the United States.
§ 191.144 Refund of duties.

Drawback shall be refunded in aggregate anmounts of not |ess
t han $100, and shall not be subject to the deduction of 1 percent
of duties paid.

Subpart 0 - Merchandise Exported from
Continuous Customs Custody

§ 191.151 Drawback allowance.

(a) Eligibility of entered or w thdrawn nerchandi se.

(1) Under 19 U S.C_1557(a). Section 557(a) of

the Act, as anended (19 U. S. C. 1557(a)), provides for drawback on
the exportation to a foreign country, or the shipment to the
Virgin Islands, Anerican Sanoa, \Wake |sland, M dway I sl ands,

Ki ngman Reef, Johnston |sland, or Guam of nerchandi se upon which
duties have been paid which has remained continuously in bonded
war ehouse or otherwi se in Custons custody for a period not to
exceed 5 years fromthe date of inportation

(2) Under 19 U.S.C. 1313. Inported nerchandi se that




201
has not been regularly entered or withdrawn for consunption,
shal |l not satisfy any requirenment for use, inportation,
exportation or destruction, and shall not be available for
dr awback, under 8§ 313 of the Act, as anended (19 U S. C. 1313)
(see 19 U. S. C. 1313(u)).

(b) Guantananp Bay. Guantananp Bay Naval Station shall be

considered foreign territory for drawback purposes under this
subpart and nerchandi se shipped there is eligible for drawback.
| mported nmerchandi se whi ch has remai ned continuously in bonded
war ehouse or otherw se in Custons custody since inportation is
not entitled to drawback of duty when shipped to Puerto R co,
Canton |sland, Enderbury Island, or Palnyra Island.
8§ 191.152 Merchandise released from Customs custody.

No rem ssion, refund, abatenent, or drawback of duty shal
be all owed under this subpart because of the exportation or
destruction of any nerchandi se after its rel ease from Gover nnent
cust ody, except in the follow ng cases:

(a) When articles are exported or destroyed on which
drawback is expressly provided for by |aw

(b) \When prohibited articles have been regularly entered in
good faith and are subsequently exported or destroyed pursuant to
statute and regul ati ons prescribed by the Secretary of the
Treasury; or

(c) When articles entered under bond are destroyed within
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t he bonded period, as provided in 8 557(c) of the Act, as anended
(19 U.S. C. 1557(c)), or destroyed within the bonded period by
deat h, accidental fire, or other casualty, and proof of
destruction is furnished to the satisfaction of the Secretary of
the Treasury, in which case any accrued duties shall be remtted
or refunded and any condition in the bond that the articles shal
be exported shall be deenmed to have been satisfied (see 19 U S.C.
1558) .

§ 191.153 Continuous Customs custody.

(a) Merchandi se rel eased under an inporter's bond and
returned. Merchandi se released to an inporter under a bond
prescribed by 8 142.4 of this chapter and later returned to the
public stores upon requisition of the appropriate Custons office
shal |l not be deened to be in the continuous custody of Custons
of ficers.

(b) Merchandi se rel eased under Chapter 98, Subchapter X I|

Har noni zed Tariff Schedul e of the United States (HTSUS)

Mer chandi se rel eased as provided for in Chapter 98, Subchapter
Xill, HTSUS (19 U.S.C. 1202), shall not be deened to be in the
conti nuous custody of Custons officers.

(c) Merchandise rel eased from warehouse. For the purpose

of this subpart, in the case of nerchandi se entered for
war ehouse, Custons custody shall be deened to cease when

estimated duty has been deposited and the appropriate Custons
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of fice has authorized the withdrawal of the nerchandi se.

(d) Merchandi se not warehoused, exani ned el sewhere than in

public stores. (1) GCeneral rule. Except as stated in paragraph

(d)(2) of this section, nmerchandi se exam ned el sewhere than at
the public stores, in accordance with the provisions of § 151.7
of this chapter, shall be considered rel eased from Custons

cust ody upon conpl etion of final exam nation for appraisenent.

(2) Merchandi se upon the wharf. Merchandi se which

remai ns on the wharf by perm ssion of the appropriate Custons
office shall be considered to be in Custons custody, but this
custody shall be deened to cease when the Custons officer in

charge accepts the permt and has no other duties to perform
relating to the nerchandi se, such as neasuring, weighing, or

gaugi ng.

§ 191.154 Filing the entry.

(a) Dorect export. At |least 6 working hours before | ading

t he nerchandi se on which drawback is clainmed under this subpart,
the inmporter or the agent designated by himin witing shall file
with the drawback office a direct export drawback entry on
Custons Form 331 in duplicate.

(b) Merchandise transported to another port for

exportation. The inporter of nerchandise to be transported to

anot her port for exportation shall file in triplicate with the

drawback office an entry nam ng the transporting conveyance,
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route, and port of exit. The drawback office shall certify one
copy and forward it to the Custons office at the port of exit. A
bonded carrier shall transport the nmerchandi se in accordance with
the applicable regulations. Manifests shall be prepared and
filed in the manner prescribed in § 144.37 of this chapter.

8§ 191.155 Merchandise withdrawn from warehouse for exportation.
The regul ations in part 18 of this chapter concerning the

supervision of lading and certification of exportation of

mer chandi se wi t hdrawn from war ehouse for exportation w thout

paynment of duty shall be followed to the extent applicable.

§ 191.156 Bill of lading.

(a) Filing. In order to conplete the claimfor drawback
under this subpart, a bill of |ading covering the nmerchandi se

described in the drawback entry (Custons Form 331) shall be filed
within 2 years after the nmerchandi se is exported.

(b) Contents. The bill of |ading shall either show that
t he merchandi se was shi pped by the person making the claimor
bear an endorsenent of the person in whose nane the nerchandi se
was shi pped showi ng that the person naking the claimis
aut hori zed to do so.

(c) Limtation of the bill of lading. The ternms of the

bill of lading may limt and define its use by stating that it is
for Custons purposes only and not negoti abl e.

(d) lnability to produce bill of |lading. Wen a required
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bill of |ading cannot be produced, the person making the drawback
entry may request the drawback office, within the tine required
for the filing of the bill of lading, to accept a statenent
setting forth the cause of failure to produce the bill of |ading
and such evidence of exportation and of his right to make the
drawback entry as may be available. The request shall be granted
if the drawback office is satisfied by the evidence submtted
that the failure to produce the bill of lading is justified, that
t he nerchandi se has been exported, and that the person making the
drawback entry has the right to do so. |If the drawback office is
not so satisfied, such office shall transmt the request and its
acconpanyi ng evidence to the Ofice of Field Operations, Custons
Headquarters, for final determ nation.

(e) Extracts of bills of lading. Drawback offices may

i ssue extracts of bills of lading filed with drawback cl ai ns.
8§ 191.157 Landing certificates.

When required, a landing certificate shall be filed within
the tinme prescribed in 8§ 191.76 of this part.
§ 191.158 Procedures.

When t he drawback cl ai mhas been conpleted and the bill of
lading filed, together with the landing certificate, if required,
the reports of inspection and | ading made, and the cl earance of
t he exporting conveyance established by the record of clearance

in the case of direct exportation or by certificate in the case
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of transportation and exportation, the drawback office shal
verify the inportation by referring to the inport records to
ascertain the anount of duty paid on the nerchandi se exported.

To the extent appropriate and not inconsistent with the
provi sions of this subpart, drawback entries shall be |iquidated
in accordance with the provisions of 8 191.81 of this part.
§ 191.159 Amount of drawback.

Dr awback due under this subpart shall not be subject to the
deduction of 1 percent.

Subpart P - Distilled Spirits, Wines, or Beer Which Are

Unmerchantable or Do Not Conform to Sample or Specifications
§ 191.161 Refund of taxes.

Section 5062(c), Internal Revenue Code, as anended (26
U S.C. 5062(c)), provides for the refund, rem ssion, abatenment or
credit to the inporter of internal-revenue taxes paid or
determ ned incident to inportation, upon the exportation, or
destruction under Custons supervision, of inported distilled
spirits, wines, or beer found after entry to be unnerchantable or
not to conformto sanple or specifications and which are returned
to Custons cust ody.
§ 191.162 Procedure.

The export procedure shall be the same as that provided in
8 191.42 except that the claimnt nust be the inporter and as

otherwi se provided in this subpart.
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§ 191.163 Documentation.
(a) Entry. Custons Form 331 shall be used to claim
drawback under this subpart.

(b) Docunentation. The drawback entry for unnerchantabl e

mer chandi se shall be acconpanied by a certificate of the inporter
setting forth in detail the facts which cause the nerchandise to
be unnerchant abl e and any additional proof that the drawback
office requires to establish that the nerchandise is

unmer chant abl e.

§ 191.164 Return to Customs custody.

There is no tine |imt for the return to Custons custody of
distilled spirits, wine, or beer subject to refund of taxes under
the provisions of this subpart.

§ 191.165 No exportation by mail.

Mer chandi se covered by this subpart shall not be exported by
mai |
§ 191.166 Destruction of merchandise.

(a) Action by the inporter. A drawback clai mant who

proposes to destroy rather than export the distilled spirits,
w ne, or beer shall state that fact on Custons Form 331.

(b) Action by Custons. Distilled spirits, wi ne, or beer

returned to Custons custody at the place approved by the drawback
of fice where the drawback entry was filed shall be destroyed

under the supervision of the Custons officer who shall certify
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t he destruction on Custons Form 3499.
§ 191.167 Liquidation.

No deduction of 1 percent of the internal revenue taxes paid
or determ ned shall be nmade in allow ng entries under 8 5062(c),

I nt ernal Revenue Code, as anended (26 U.S.C 5062(c)).
8§ 191.168 Time limit for exportation or destruction.

Mer chandi se not exported or destroyed within 90 days from
the date of notification of acceptance of the drawback entry
shal | be considered uncl ai med, unl ess upon witten request by the
inporter, prior to the expiration of the 90-day period, the
drawback office grants an extension of not nore than 90 days.

Subpart Q - Substitution of Finished Petroleum Derivatives
8§ 191.171 General; Drawback allowance.

(a) Ceneral. Section 313(p), of the Act, as anmended (19
U S. C 1313(p)), provides for drawback on the basis of qualified
articles which consist of either inported duty-paid petrol eum
derivatives, or petroleumderivatives manufactured or produced in
the United States and qualified for drawback under the

manuf acturing drawback law (19 U S. C. 1313(a) or (b)).

(b) Allowance of drawback. Drawback may be granted under
19 U.S.C. 1313(p):
(1) In cases where there is no manufacture, upon
exportation of the inported article, an article of the sanme kind

and quality, or any conbination thereof; or
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(2) In cases where there is a manufacture or
production, upon exportation of the manufactured or produced
article, an article of the sanme kind and quality, or any
conbi nati on thereof.
§ 191.172 Definitions.
The following are definitions for purposes of this subpart
only:

(a) Qualified article. "Qualified article" nmeans an

article described in headings 2707, 2708, 2710 through 2715,
2901, 2902, or 3901 through 3914 of the Harnonized Tariff
Schedul e of the United States (HTSUS). In the case of headi ngs
3901 through 3914, the definitionis limted as those headi ngs
apply to liquids, pastes, powders, granules and fl akes.

(b) Sane kind and quality article. "Sanme kind and quality

article"” means an article which is commercially interchangeable
with, or which is referred to under the sane 8-digit
classification of the HTSUS as, the article to which it is
conpared. (For exanple, unleaded gasoline and jet fuel (naphtha
or kerosene-type), both falling under the sane HITSUS
classification (2710.00.15) would be considered sane kind and
quality articles because they fall under the sane 8 digit HTSUS
classification, even though they are not "commercially

i nt er changeabl e".)

(c) Exported article. "Exported article" neans an article
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whi ch has been exported and is the qualified article, an article
of the sanme kind and quality as the qualified article, or any
conbi nation thereof.

§ 191.173 Imported duty-paid derivatives (nho manufacture).
When the basis for drawback under 19 U S. C. 1313(p) is

i nported duty-paid petroleumderivatives (that is, not articles

manuf act ured under 19 U S. C. 1313(a) or (b)), the requirenents

for drawback are as foll ows:

(a) Lnported duty-paid nerchandise. The inported duty-paid

mer chandi se desi gnated for drawback nmust be a "qualified article"
as defined in § 191.172(a) of this subpart;

(b) Exported article. The exported article on which

drawback is clainmed nust be an "exported article" as defined in
§ 191.172(c) of this subpart;
(c) Exporter. The exporter of the exported article nust

have either:

(1) Inported the qualified article in at |east the
quantity of the exported article; or

(2) Purchased or exchanged (directly or indirectly)
froman inporter an inported qualified article in at |east the
quantity of the exported article;

(d) Tine of export. The exported article nust be exported

within 180 days after the date of entry of the designated

i nported duty-paid nerchandi se; and
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(e) Ampunt of drawback. The anobunt of drawback payabl e may

not exceed the amount of drawback which would be attributable to
the inported qualified article which serves as the basis for
dr awback.

8§ 191.174 Derivatives manufactured under 19 U.S.C. 1313(a)
or (b).

When the basis for drawback under 19 U S. C. 1313(p) is
petrol eum derivatives which were manufactured or produced in the
United States and qualify for drawback under the manufacturing
drawback law (19 U S.C. 1313(a) or (b)), the requirenents for
drawback are as foll ows:

(a) Merchandise. The nerchandi se which is the basis for

drawback under 19 U.S. C. 1313(p) mnust:

(1) Have been manufactured or produced as described in
19 U.S.C. 1313(a) or (b) fromcrude petroleumor a petrol eum
derivative; and

(2) Be a "qualified article" as defined in

§ 191.172(a) of this subpart;

(b) Exported article. The exported article on which
drawback is clainmed nust be an "exported article" as defined in
§ 191.172(c) of this subpart;

(c) Exporter. The exporter of the exported article nust
have either:

(1) Manufactured or produced the qualified article in

at least the quantity of the exported article; or
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(2) Purchased or exchanged (directly or indirectly)
froma manufacturer or producer described in 19 U S. C. 1313(a) or
(b) the qualified article in at least the quantity of the
exported article;

(d) Mnufacture in specific facility. The qualified

article nust have been manufactured or produced in a specific
petroleumrefinery or production facility which nust be
i dentified;

(e) Tine of export. The exported article nust be exported

ei t her:

(1) During the period provided for in the
manuf acturer's or producer's specific manufacturing drawback
ruling (see 8 191.8 of this part) in which the qualified article
i s manufactured or produced; or

(2) Wthin 180 days after the close of the period in
which the qualified article is manufactured or produced; and

(f) Amount of drawback. The anobunt of drawback payabl e may

not exceed the anobunt of drawback which would be attributable to
the article manufactured or produced under 19 U . S.C. 1313(a) or
(b) which serves as the basis for drawback

8§ 191.175 Drawback claimant; maintenance of records.

(a) Drawback claimant. A drawback cl ai mant under 19 U.S. C

1313(p) must be the exporter of the exported article, or the

refiner, producer, or inporter of that article. Any of these
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persons may designate another person to file the drawback claim

(b) Certificate of manufacture and delivery or delivery. A
drawback cl ai mant under 19 U S. C. 1313(p) nust provide a
certificate of manufacture and delivery or a certificate of
delivery, as applicable, establishing the drawback eligibility of
the articles for which drawback is clai ned.

(c) Mintenance of records. The manufacturer, producer,

i nporter, exporter and drawback claimant of the qualified article
and the exported article nust all maintain their appropriate
records required by this part.

8§ 191.176 Procedures for claims filed under 19 U.S.C. 1313(p)-

(a) Applicability. The general procedures for filing

drawback clains shall be applicable to clains filed under 19
U S. C 1313(p) unless otherwi se specifically provided for in this
section.

(b) Administrative efficiency, frequency of clains, and

restructuring of claims. The procedures regarding adm nistrative

efficiency, frequency of clains, and restructuring of clains (as
applicable, see 8 191.53 of this part) shall apply to clains
filed under this subpart.

(c) Lnported duty-paid derivatives (no nmanufacture). Wen

the basis for drawback under 19 U . S. C. 1313(p) is inported duty-
pai d petroleum (not articles manufactured under 19 U S. C. 1313(a)

or (b)), clains under this subpart may be paid and liquidated if:
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(1) The claimis filed on Custonms Form 331 and the
letter "P" is marked thereon; and
(2) The claimant provides a certification stating the
basis (such as conpany records, or custoner's witten
certification), for the information contained therein and
certifying that:

(1) The exported nerchandi se was exported within
180 days of entry of the designated, inported nerchandi se;

(i) The qualified article and the exported
article are commercially interchangeable or both articles are
subject to the sane 8-digit HISUS tariff classification;

(ti1) To the best of the claimant's know edge,

t he designated inported nerchandi se, the qualified article and
the exported article have not and will not serve as the basis of
any ot her drawback cl aim

(i1v) Evidence in support of the certification
will be retained by the person providing the certification for 3
years after paynent of the claim and

(v) Such evidence will be available for
verification by Custons.

(d) Derivatives manufactured under 19 U.S.C. 1313(a) or

(b). Wen the basis for drawback under 19 U S. C. 1313(p) is
articles manufactured under 19 U S.C. 1313(a) or (b), clains
under this section may be paid and |liquidated if:

(1) The claimis filed on Custonms Form 331 and the
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letter "P" is marked in block 15 thereof;
(2) Al docunments required to be filed with a
manuf acturing claimunder 19 U S. C. 1313(a) or (b) are filed with
the claim
(3) The claimidentifies the specific refinery or
production facility at which the derivatives were manufactured or
pr oduced,;
(4) The claimstates the period of manufacture for the
derivatives; and
(5) The claimant provides a certification stating the
basis (such as conpany records or a custonmer's witten
certification), for the information contained therein and
certifying that:
(i) The exported nmerchandi se was exported during
the manufacturing period for the qualified article or within 180
days after the close of that period;
(i) The 8-digit HISUS tariff classification of
the qualified article and the exported article is the sane;
(ti1) To the best of the claimant's know edge,
t he designated inported nerchandise, the qualified article and
the exported article have not and will not serve as the basis of
any ot her drawback cl aim
(1v) Evidence in support of the certification
will be retained by the person providing the certification for 3

years after paynent of the claim and
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(v) Such evidence will be available for
verification by Custons.
Subpart R - Merchandise Transferred to a Foreign Trade Zone
From Customs Territory

§ 191.181 Drawback allowance.

The fourth proviso of 8 3 of the Foreign Trade Zones Act of
June 18, 1934, as anended (19 U S.C. 81c), provides for drawback
on nmerchandi se transferred to a foreign trade zone from Custons
territory for the sol e purpose of exportation, storage or
destruction (except destruction of distilled spirits, w nes, and
fermented malt liquors), provided there is conpliance with the
regul ations of this subpart.
§ 191.182 Zone-restricted merchandise.

Merchandi se in a foreign trade zone for the purposes
specified in 8 191.181 shall be given status as zone-restricted
mer chandi se on proper application (see 8 146.44 of this chapter).

§ 191.183 Articles manufactured or produced in the United
States.

(a) Procedure for filing docunents. Except for the

evi dence of exportation procedure, the drawback procedures
prescribed in this part shall be followed as applicable to
drawback under this subpart on articles manufactured or produced
inthe United States with the use of inported or substituted

nmer chandi se, and on flavoring extracts or medicinal or toilet

preparations (including perfunmery) manufactured or produced with
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t he use of donestic tax-paid al cohol

(b) Notice of transfer. (1) Proof of export. The notice

of zone transfer on Custons Form 7514 shall be in place of the
docunents under subpart G of this part to establish the
exportation.

(2) FEiling procedures. The notice of transfer, in

triplicate, shall be filed with the drawback office where the
foreign trade zone is located prior to the transfer of the
articles to the zone, or within 3 years after the transfer of the
articles to the zone. A notice filed after the transfer shal
state the foreign trade zone | ot nunber.

(3) Contents of notice. Each notice of transfer shal

show t he:

(1) Nunber and location of the foreign trade
zone,

(11) Nunmber and kind of packages and their marks
and nunbers;

(ti1) Description of the articles, including
wei ght (gross and net), gauge, neasure, or nunber; and

(itv) Nanme of the transferor.

(c) Action of drawback office on the notice of transfer.

The drawback office shall assign a nunber to each notice of
transfer, return one copy to the transferor and forward anot her
copy to the zone operator at the foreign trade zone.

(d) Action of foreign trade zone operator. After articles
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have been received in the zone, the zone operator shall certify
on a copy of the notice of transfer the receipt of the articles
(see 8 191.184(d)(2)) and forward the notice to the transferor or
t he person designated by the transferor. The transferor shal
verify that the notice has been certified before filing it with
t he drawback claim

(e) Drawback entries. Drawback entries shall be filed on

Custons Form 331 to indicate that the nerchandi se was transferred
to a foreign trade zone. The "Declaration of Exportation" shal
be nodified as foll ows:

DECLARATI ON OF TRANSFER TO A
FOREI GN TRADE ZONE

I, (menber of firm officer representing
corporation, agent, or attorney), of , decl are
that, to the best of ny know edge and belief, the particul ars of
transfer stated in this entry, the notices of transfer, and

recei pts are correct, and that the nmerchandi se was transferred to
a foreign trade zone for the sole purpose of exportation,
destruction, or storage, not to be returned to the custons
territory of the United States for donestic consunption.

Dat ed:

Transferor or agent.

§ 191.184 Merchandise transferred from continuous Customs
custody.

(a) Procedure for filing clains. The procedure described

in subpart Oof this part shall be followed as applicable, for
drawback on nerchandi se transferred to a foreign trade zone from

conti nuous Custons cust ody.
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(b) Drawback entry. Before the transfer of nerchandi se

from continuous Custons custody to a foreign trade zone, the
inporter or a person designated in witing by the inporter for

t hat purpose shall file with the drawback office a direct export
drawback entry on Custons Form 331 in duplicate. The drawback
office shall forward one copy of Custons Form 331 to the zone
operator at the zone.

(c) Certification by zone operator. After the nerchandise

has been received in the zone, the zone operator shall certify on
the copy of Custons Form 331 the receipt of the nmerchandi se (see
paragraph (d)(2) of this section) and forward the formto the
transferor or the person designated by the transferor. After
executing the certifications provided for in paragraph (d)(3) of
this section, the transferor shall resubmt Custons Form 331 to

t he drawback office in place of the bill of |ading required by

8§ 191. 156.

(d) Mdification of drawback entry. (1) Indication of

transfer. Custons Form 331 shall indicate that the nerchandi se
is to be transferred to a foreign trade zone.

(2) Endorsenent. The transferor or person designated

by the transferor shall endorse Custons Form 331 as follows, for
execution by the foreign trade zone operator:

CERTI FI CATI ON OF FORElI GN TRADE ZONE
OPERATOR

The nmerchandi se described in the entry was received from
on , 19 ; in Foreign Trade Zone No.
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, (Cty and State) Exceptions:
(Name and title)
By (Name of operator)

(3) Transferor's declaration. The transferor shal

decl are on Custons Form 331 as foll ows:
TRANSFEROR S DECLARATI ON

I, of the firm of , declare
that the merchandi se described in this entry was duly entered at
t he customhouse on arrival at this port; that the duties thereon
have been paid as specified in this entry; and that it was
transferred to Foreign Trade Zone No. ___ , located at __ :
(Cty and State) for the sol e purpose of exportation,
destruction, or storage, not to be returned to the custons
territory of the United States for donestic consunption. |
further declare that to the best of ny know edge and belief, this
merchandise is in the sane quantity, quality, value, and package,
unavoi dabl e wast age and damage excepted, as it was at the tine of
inportation; that no allowance nor reduction of duties has been
made for damage or other cause except as specified in this entry;
and that no part of the duties paid has been refunded by drawback
or ot herw se.

Dat ed:

(Transferor)

§ 191.185 Unused merchandise drawback and merchandise not
conforming to sample or specification, shipped
without consent of the consignee, or found to be
defective as of the time of Importation.

(a) Procedure for filing clains. The procedures descri bed

in subpart C of this part relating to unused nerchandi se
drawback, and in subpart D of this part relating to rejected

mer chandi se, shall be followed as applicable to drawback under
this subpart for unused nmerchandi se drawback and nerchandi se t hat
does not conformto sanple or specification, is shipped w thout

consent of the consignee, or is found to be defective as of the
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time of inportation.

(b) Drawback entry. Before transfer of the nmerchandise to
a foreign trade zone, the inporter or a person designated in
witing by the inporter for that purpose shall file with the
drawback office an entry on Custonms Form 331 in duplicate. The
drawback office shall forward one copy of Custons Form 331 to the
zone operator at the zone.

(c) Certification by zone operator. After the nerchandise

has been received in the zone, the zone operator at the zone
shall certify on the copy of Custons Form 331 the receipt of the
mer chandi se and forward the formto the transferor or the person
designated by the transferor. After executing the declarations
provided for in paragraph (d)(3) of this section, the transferor
shall resubmt Custonms Form 331 to the drawback office in place

of the bill of lading required by § 191. 156.

(d) Mdification of drawback entry. (1) Indication of
transfer. Custonms Form 331 shall indicate that the nerchandise
is to be transferred to a foreign trade zone.

(2) Endorsenent. The transferor or person designated

by the transferor shall endorse Custons Form 331 as follows, for
execution by the foreign trade zone operator:

CERTI FI CATI ON OF FORElI GN TRADE ZONE
OPERATOR

The nerchandi se described in this entry was received from
on , 19 , In Foreign Trade Zone

No. : (Gty and State). Exceptions:
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(Nanme of operator)
By (Name and title)

(3) Transferor's declaration. The transferor shal

decl are on Custons Form 331 as foll ows:
TRANSFEROR S DECLARATI ON

M , of the firm of , decl are that
t he merchandi se described in the within entry was duly entered at
t he custonmhouse on arrival at this port; that the duties thereon
have been paid as specified in this entry; and that it was
transferred to Foreign Trade Zone No. , located at
(Cty and State) for the sol e purpose of
exportation, destruction, or storage, not to be returned to the
custons territory of the United States for donestic consunption.
| further declare that to the best of ny know edge and beli ef,
said nerchandise is the sane in quantity, quality, value, and
package as specified in this entry; that no all owance nor
reduction in duties has been made; and that no part of the duties

pai d has been refunded by drawback or otherw se.

Dat ed:

Transf eror
8§ 191.186 Person entitled to claim drawback.

The person nanmed in the foreign trade zone operator's
certification on the notice of transfer or the drawback entry, as
applicable, shall be considered to be the transferor. Drawback
may be clainmed by, and paid to, the transferor.

Subpart S - Drawback Compliance Program
§ 191.191 Purpose.

This subpart sets forth the requirenents for the Custons
dr awback conpliance programin which claimnts and other parties
in interest, including Custons brokers, may participate after

being certified by Custons. Participation in the programis
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voluntary. Under the program Custons is required to inform
potential drawback claimnts and related parties clearly about
their rights and obligations under the drawback |aw and
regul ations. Reduced penalties and/or warning letters may be
i ssued once a party has been certified for the program and is in
general conpliance with the appropriate procedures and
requi renents thereof.

8§ 191.192 Certification for compliance program.

(a) Ceneral. A party may be certified as a participant in
t he drawback conpliance program after neeting the core
requi renents established under the program or after negotiating
an alternative drawback conpliance programsuited to the needs of
both the party and Custons. Certification requirenments shal
take into account the size and nature of the party's drawback
program the type of drawback clains filed, and the vol une of
clains filed. Whether the party is a drawback claimant, a
broker, or one that provides data and docunentation on which a
drawback claimis based, will also be considered.

(b) Core requirenents of program In order to be certified

as a participant in the drawback conpliance program or negoti ated
al ternative drawback conpliance program the party nust be able
to denonstrate that it:

(1) Understands the legal requirenents for filing

clainms, including the nature of the records that are required to
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be mai ntai ned and produced and the tine periods invol ved,

(2) Has in place procedures that explain the Custons
requi renents to those enpl oyees involved in the preparation of
clains, and the nmai ntenance and production of required records;

(3) Has in place procedures regarding the preparation
of clains and mai ntenance of required records, and the production
of such records to Custons,;

(4) Has designated a dependabl e individual or
i ndividuals who will be responsible for conpliance under the
program and mai ntenance and production of required records;

(5 Has in place a record nmai nt enance program approved
by Custonms regarding original records, or if approved by Custons,
alternative records or recordkeeping formats for other than the
original records; and

(6) Has procedures for notifying Custons of variances
in, or violations of, the drawback conpliance or other
al ternative negoti ated drawback conpliance program and for
taking corrective action when notified by Custons of violations

and probl ens regardi ng such program

(c) Broker certification. A Custons broker may be
certified as a participant in the drawback conpliance program
only on behalf of a given claimant (see 8§ 191.194(b)). To do so,
a Custons broker who is enployed to assist a claimant in filing
for drawback nust be able to denonstrate, for and on behal f of

such claimant, conformty with the core requirenents of the
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dr awback conpliance programas set forth in paragraph (b) of this
section. The broker shall ensure that the clainmant has the
necessary docunentation and records to support the drawback
conpliance program established on its behalf, and that clainms to
be filed under the program are reviewed by the broker for
accuracy and conpl et eness.

§ 191.193 Application procedure for compliance program.

(a) Who may apply. dainmants and other parties in interest

may apply for participation in the drawback conpliance program
Thi s includes any person, corporation or business entity that
provi des supporting information or docunentation to one who files
drawback clains, as well as Custons brokers who assist claimnts
in filing for drawback. Program participants may further consi st
of inporters, manufacturers or producers, agent-manufacturers,
conpl enentary recordkeepers, subcontractors, internediate

parties, and exporters.

(b) Place of filing. An application in letter format
containing the information as prescribed in paragraphs (c) and
(d) of this section shall be submtted to any drawback office.
However, in the event the applicant is a clainmnt for drawback,
the application shall be submtted to the drawback office where
the clains will be filed.

(c) Letter of application; contents. A party requesting

certification to becone a participant in the drawback conpliance
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program shall file with the applicable drawback office a witten
application in letter format, signed by an individual authorized
to sign drawback docunents (see 8 191.6 of this part). The
detail required in the application shall take into account the
size and nature of the applicant*s drawback program the type of
drawback clains filed, and the dollar value and vol une of clains
filed. However, the application shall contain at |east the
foll ow ng information:

(1) Nane of applicant, address, IRS identification
nunber, and the type of business in which engaged, as well as the
nanme(s) of the individual (s) designated by the applicant to be
responsi bl e for conpliance under the program

(2) A description of the nature of the applicant's
drawback program including the type of drawback in which
i nvol ved (such as, manufacturing, or unused or rejected
mer chandi se), and the applicant's particular role(s) in the
drawback cl ai ns process (such as clai mant and/or inporter,
manuf act urer or producer, agent-manufacturer, conplenentary
recor dkeeper, subcontractor, internediate party (possessor or
purchaser), or exporter (destroyer)); and

(3) Size of applicant's drawback program (For
exanple, if the applicant is a claimnt, the nunber of clains
filed over the previous 12-nonth period should be included, along
with the nunber estimated to be filed over the next 12-nonth

period, and the estimted anount of drawback to be clained
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annually. Qher parties should describe the extent to which they
are involved in drawback activity, based upon their particular
role(s) in the drawback process; for exanple, manufacturers
shoul d expl ai n how nuch manufacturing they are engaged in for
drawback, such as the quantity of drawback product produced on an
annual basis, as established by the certificates of nmanufacture
and delivery they have executed.)

(d) Application package. Along with the letter of

application as prescribed in paragraph (c) of this section, the
appl i cation package nust include a description of how the
applicant will ensure conpliance with statutory and regul atory
drawback requirenents. This description may be in the formof a
bookl et or set forth otherw se. The description nust include at
| east the follow ng:

(1) The nane and title of the official in the
cl ai mant *s organi zati on who is responsi ble for oversight of the
cl ai mant *s dr awback program

(2) If the applicant is a manufacturer and the
drawback involved is manufacturing drawback, a copy of the letter
of notification of intent to operate under a general
manuf acturi ng drawback ruling or the application for a specific
manuf acturi ng drawback ruling (see 88 191.7 and 191.8 of this
part), as appropriate, if such letter of notification has not yet
been acknowl edged or application has not yet been approved;

(3) A description of the applicant*s drawback record-
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keepi ng program including the retention period and nethod (for
exanpl e, paper, electronic, etc.);

(4) Alist of the records that will be maintained,
i ncluding at | east sanple inport docunents, sanple export
docunents, sanple inventory and transportation docunents (if
applicabl e), sanple | aboratory or other docunents establishing
the qualification of nerchandise or articles for substitution
under the drawback |law (if applicable), and sanpl e manufacturing
docunents (if applicable);

(5) A description of the applicant's specific
procedures for:

(i) How drawback clains are prepared (if the
applicant is a claimant); and
(i) How the applicant wll fulfill any

requi renents under the drawback | aw and regul ations applicable to
its role in the drawback program

(6) A description of the applicant's procedures for
noti fying Custons of variances in, or violations of, its drawback
conpl i ance program or negotiated alternative drawback conpliance
program and procedures for taking corrective action when
notified by Custons of violations or other problens in such
program and

(7) A description of the applicant's procedures for
annual review to ensure that its drawback conpliance program

meets the statutory and regul atory drawback requirenents and that
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Custons is notified of any nodifications fromthe procedures
described in this application.

§ 191.194 Action on application to participate in compliance
program.

(a) Review by applicable drawback office.

(1) GCeneral. It is the responsibility of the drawback
of fice where the drawback conpliance application package is filed
to coordinate its decision making on the package both with
Custons Headquarters and with the other field drawback offices as
appropriate. Custons processing of the package will consist of
the review of the information contained therein as well as any
additional information requested (see paragraph (a)(2) of this
section).

(2) Criteria for Custons review. The drawback office

shall review and verify the information submtted in and with the
application. In order for Custons to evaluate the application,
Custons may request additional information (including additional
sanpl e docunents) and/or explanations of any of the information
provided for in 8 191.193(c) and (d) of this subpart. Based on
the information submtted on and with the application and any
informati on so requested, and based on the applicant*s record of
transactions with Custons, the drawback office will approve or
deny the application. The criteria to be considered in review ng
the applicant*s record with Custons shall include (as

appl i cabl e):
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(1) The presence or absence of unresol ved Custons
charges (duties, taxes, or other debts owed Custons);

(1i) The accuracy of the claimant*s past drawback
clains; and

(ti1) \Wether accel erated paynent of drawback or
any ot her drawback privilege was previously revoked or
suspended.

(b) Approval. Certification as a participant in the
drawback conpliance programw || be given to applicants whose
applications are approved under the criteria in paragraph (a)(2)
of this section. The applicable drawback office wll give
witten notification to an applicant of its certification as a
participant in the drawback conpliance program A Custons broker
obtaining certification for a drawback claimant will be sent
witten notification on behalf of such claimant, with a copy of
the notification also being sent to the cl ai mant.

(c) Benefits of participation in program

(1) Alternative to penalties; witten notice. Wen a

party that has been certified as a participant in the drawback
conpliance programand is generally in conpliance with the
appropriate procedures and requirenents of the programcomrts a
violation of 19 U S.C. 1593a(a) (see 8 191.62(b) of this part),
Custons shall, in the absence of fraud or repeated violations,
and in lieu of a nonetary penalty as ot herw se provi ded under

§ 1593a, issue a witten notice of the violation to the party.
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Repeated violations by a participant, including a Custons broker,
may result in the issuance of penalties and the renoval of
certification under the programuntil corrective action,
satisfactory to Custons, is taken.

(d) Denial. |If certification as a participant in the
drawback conpliance programis denied to an applicant, the
applicant shall be given witten notice by the applicable
drawback office, specifying the grounds for such denial, together
with any action that may be taken to correct the perceived
deficiencies, and informng the applicant that such denial my be
appeal ed to the appropriate drawback office and then appealed to
Cust ons Headquarters.

(e) Proposed revocation. |If the participant commts

repeated violations of its drawback conpliance program or

negoti ated alternative program the applicable drawback office,
by witten notice, may propose to revoke certification fromthe
participant, until corrective action, satisfactory to Custons, is
taken to prevent such violations. The witten notice wll
describe the cause for the proposed revocation and the corrective
actions required for re-certification.

(f) Appeal of denial or challenge to proposed revocation.

A party may appeal a denial or challenge a proposed revocation of
certification as a participant in the drawback conpliance program
by filing a witten appeal, wthin 30 days of the date of such

deni al or proposed revocation, with the applicabl e drawback
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office. A denial of an appeal or challenge to a proposed
revocation may itself be appeal ed to Custons Headquarters within
30 days of receipt of the applicable drawback office's decision.
The 30-day period for appeal or challenge with the applicable
drawback office and/or with Custons Headquarters nmay be extended
for good cause, upon witten request by the applicant for such
extension filed with the applicable drawback office or with
Cust ons Headquarters, as the case may be, within the 30-day
peri od.

8§ 191.195 Combined application for certification in Drawback
Compliance Program and Drawback Privileges.

An applicant for certification in the drawback conpliance
program may al so, in the sanme application, apply for the drawback
privileges provided for in subpart | of this part (waiver of
prior notice of intent to export and accel erated paynent of
drawback). Alternatively, an applicant may separately apply for
certification in the drawback conpliance and one or both
privilege(s). In the forner instance, the intent to apply for
certification and one or both privileges nust be clearly stated.
In all instances, all of the requirenents for certification and
the privilege(s) applied for nust be net (for exanple, in a
conbi ned application for certification in the drawback conpliance
program and both privileges, all of the information required for
certification and each privilege, all required sanple docunents

for certification and each privilege, and all required
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certifications nust be included in and with the application).
Appendix A to Part 191 - General Manufacturing Drawback Rulings

| . General Instructions.

A. There follow various general manufacturing drawback
rulings which have been designed to sinplify drawback procedures.
Any person who can conply with the conditions of any one of these
rulings may notify a Custons drawback office in witing of its
intention to operate under the ruling. Such a letter of
notification shall include the follow ng information:

1. Nane and address of operator;

2. Factories which will operate under the general ruling;

3. If a business entity, the nanes of officers or other
persons legally authorized to bind the corporation who wll sign
drawback docunents on behal f of operator;

4. Description of the merchandi se and articles, unless
specifically described in the general ruling;

5. For the general ruling for manufacturing drawback under
8 1313(a) and the general ruling for manufacturing drawback
(agents under 8 1313(b)), if the drawback office has doubts as to
whet her the conversion of the inported nerchandise into the
exported articles is a manufacturing or production operation, the
operator will be asked to give details of the operation.

B. These general nmanufacturing drawback rulings supersede

general "contracts" previously published under the follow ng
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Treasury Decisions (T.D.'s): 81-74, 81-92, 81-181, 81-234,
81- 300, 83-59, 83-73, 83-123, 85-110.
Anyone currently operating under any of the above-listed Treasury
Decisions will automatically be covered by the superseding
general ruling, including all privileges of the previous
"contract"”.

1. General Drawback Manufacturing Ruling Under 19 U. S. C
1313(a).

A. I nported Merchandi se or Drawback Products?! Used.
(Drawback products are those produced in the United States in
accordance wth the drawback | aw and regul ations.) [Inported
mer chandi se or drawback products are used in the nmanufacture of
the exported articles upon which drawback clains wll be based.

B. Exported Articles on which Drawback will be C ai ned.
Exported articles on which drawback will be claimed wll be
manufactured in the United States using inported nerchandi se or
dr awback products.

C. Process O Manufacture O Production.

The inported nerchandi se or drawback products will be used to
manuf acture new and different articles (see 19 CFR 191. 2(p)).

D. By-Products.

1. Relative Values.

Dr awback | aw mandates the assignnment of relative val ues when two
or nore products necessarily are produced concurrently in the

sane operation. |f by-products are produced records will be
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mai nt ai ned of the market val ue of each product or by-product at
the time it is first separated in the manufacturing process.

2. Appearing-in nethod.
The appearing in basis nay not be used if by-products are
produced unless all products are val ued identically.

E. Loss or Gain.
Records wi Il be maintained show ng the extent of any |oss or gain
in net weight or nmeasurenment of the inported nerchandi se, caused
by at nospheric conditions, chem cal reactions, or other factors.

F. Tradeoff.
The use of any donestic nerchandi se acquired in exchange for
i nported nerchandi se that is of the sane kind and quality as the
i nported nerchandi se, neeting specifications set forth in the
application by the operator for a determ nation of sane kind and
quality (see 8 191.11(c)), shall be treated as use of the
i nported nerchandise if no certificate of delivery is issued
covering the inported nerchandise (19 U S. C. 1313(k)) upon
conpliance with the applicable regulations and rulings (see 19
CFR 191. 11).

G Stock In Process.
Stock in process does not result; or if it does result, details
Wil be given in clains as filed, and it will not be included in
the conmputation of the nerchandi se used to manufacture the
finished articles on which drawback is clained.

H. WAst e.
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No drawback is payable on any waste which results fromthe
manuf acturing operation. Unless the claimfor drawback is based
on the quantity of nerchandi se appearing in the exported
articles, records will be maintained to establish the value, the
quantity, and the disposition of any waste that results from
manuf acturing the exported articles. If no waste results, records
will be maintained to establish that fact.

| . Procedures And Records Mai ntai ned.
Records will be maintained to establish:

1. That the exported articles on which drawback is clainmed
were produced wth the use of the inported nerchandi se, and

2. The quantity of inported nerchandi se? used in producing
the exported articles. (2 1If clainms are to be nmade on an
"appearing in" basis, the remainder of the sentence should read
"appearing in the exported articles.”) To obtain drawback the
claimant nust establish that the conpleted articles were exported
within 5 years after inportation of the inported nerchandi se.

J. Inventory Procedures.
The operator's inventory records will show how t he drawback
recordkeeping requirenents set forth in 19 U S.C 1313(a) and
part 191 of the Custons Regul ations will be nmet, as discussed
under the heading "Procedures And Records Mintained". |If those
records do not establish satisfaction of those | egal
requi renents, drawback cannot be paid.

K. Basis of Claimfor Drawback.
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Drawback will be clainmed on the quantity of nerchandi se used in
produci ng the exported articles only if there is no waste or
val uel ess or unrecovered waste in the manufacturing operation.
Drawback nmay be clainmed on the quantity of eligible merchandi se
that appears in the exported articles, regardl ess of whether
there is waste, and no records of waste need be maintained. |If
there is valuabl e waste recovered fromthe manufacturing
operation and records are kept which show the quantity and val ue
of the waste, drawback may be clained on the quantity of eligible
material used to produce the exported articles |ess the anmount of
t hat nerchandi se which the value of the waste woul d repl ace.

L. GCeneral requirenents.

The operator wll:

1. Conply fully with the terns of this general ruling when
cl ai m ng drawback;

2. OQpen its factory and records for exam nation at al
reasonabl e hours by authorized Governnent officers;

3. Keep its drawback related records and supporting data
for at least 3 years fromthe date of paynent of any drawback
claimpredicated in whole or in part upon this general ruling;

4. Keep its letter of notification of intent to operate
under this general ruling current by reporting pronptly to the
drawback office which liquidates its clains any changes in the
nunber or locations of its offices or factories, the corporate

name, corporate officers, or the corporate organization by
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succession or reincorporation;

5. Keep a copy of this general ruling on file for ready
reference by enployees and require all officials and enpl oyees
concerned to famliarize thenselves with the provisions of this
general ruling; and

6. Issue instructions to insure proper conpliance with
title 19, United States Code, section 1313(a), part 191 of the
Custons Regul ations and this general ruling.

I11. General Manufacturing Drawback Ruling Under 19 U S. C
1313(b) For Agents.

Operators under this general ruling nust conply with T.D.s
55027(2) and 55207(1), 19 U.S.C. 1313(b), and 19 CFR part 191
(see particularly, § 191.9).

A.  Nane and Address of Principal.

B. Inported Merchandi se or Drawback Products, or O her
(Substituted) Merchandi se, Used in Manufacture or Production.

C. Articles Manufactured or Produced Fromthe Inported
Mer chandi se or Drawback Products or Ot her (Substituted)

Mer chandi se Used in Manufacture or Production.

D. Process of Manufacture or Production.

The i nported nmerchandi se or drawback products or other
substituted nmerchandise will be used to manufacture new and
different articles (see 19 CFR 191.2(p)).

E. Procedures And Records Mi ntained

Records will be maintained to establish:
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The identity and specifications of the
mer chandi se received fromthe principal
The date such nerchandi se was received from
t he principal;
The date the nerchandi se received fromthe
princi pal was used in manufacture or
production, and the identity and
specifications of the articles produced
t hereby; and
The date the articles produced were returned
to the principal.

Ceneral Requirenents.

The operator wll:

1

Comply fully with the terns of this general
rul i ng when manufacturing or producing
articles for account of principal under the
princi pal's general manufacturing drawback
ruling or specific manufacturing drawback
ruling, as appropriate;

Open its factory and records for exam nation
at all reasonabl e hours by authorized
Governnment officers;

Keep its drawback rel ated records and
supporting data for at |least 3 years fromthe

date of paynent of any drawback claim
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predi cated in whole or in part upon this
general ruling;
4. Keep its notification of intent to operate
under this general ruling current by
reporting pronptly to the drawback office
whi ch liquidates the clainms any changes in
t he nunber or |ocations of the operator's
offices or factories, the corporate nane,
corporate officers, or the corporate
organi zati on by succession or
rei ncor poration;
5. Keep a copy of this general ruling on file
for ready reference by enpl oyees and require
all officials and enpl oyees concerned to
famliarize thenselves with the provisions of
this general ruling; and
6. | ssue instructions to insure proper conpliance with
title 19, United States Code, section 1313(b), part 191 of the
Custons Regul ations and this general ruling.
V. General Mnufacturing Drawback Ruling Under 19 U.S. C.
1313(b) For Conponent Parts.
A, Sane Kind and Quality (Parallel Colums).
| nported Merchandi se or Duty- Pai d, Duty-Free or Donestic
Drawback Products! to be Mer chandi se of the Sanme Kind and

Designated as the Basis Quality as that Designated which
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for Drawback on the will be Used in the Production of
Exported Products. t he Exported Products.

(* Drawback products are those produced in the United States in
accordance wth the drawback | aw and regul ati ons. Such products
have "dual status" under section 1313(b). They may be desi gnated
as the basis for drawback and al so may be deened to be donestic
mer chandi se.)
Conmponent parts identified Conmponent parts identified
by individual part nunbers. wi th the sane individual

part nunbers as those in

the colum immediately to the

| eft hereof.
The desi gnated conponents will have been manufactured in
accordance with the sane specifications and fromthe sane
materials, and identified by the sanme part nunber as the
substituted conponents. Further, the designated and substituted
conponents are used interchangeably in the manufacture of the
exported articles upon which drawback will be cl ai ned.
Specifications or drawings wll be maintained and made avail abl e
for Custons officers. The inported nmerchandi se desi gnated on
drawback clains will be so simlar to the nmerchandi se used in
produci ng the exported articles on which drawback is clainmed that
t he merchandi se used would, if inported, be subject to the sane
rate of duty as the inported designated nerchandi se.

Fluctuations in market value resulting fromfactors other than
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quality will not affect the drawback.

B. Exported Articles on which Drawback will be C ai nmed.
The exported articles will have been manufactured in the United
St ates using conponents described in the parallel colums above.

C. Ceneral Statenent.
The operator manufactures for its own account. The operator may
produce articles for the account of another or another
manuf acturer may produce for the operator's account under
contract within the principal and agency rel ationship outlined in
T.D.'s 55027(2) and 55207(1).

D. Process of Manufacture or Production.
The conponents described in the parallel colums wll be used to
manuf acture new and different articles (see 19 CFR 191.2(p)).

E. By-Products.
Not appli cabl e.

F. Waste.
No drawback is payable on any waste which results fromthe
manuf acturing operation. Unless the claimfor drawback is based
on the quantity of conponents appearing in the exported articles,
records wll be maintained to establish the value (or the | ack of
value), the quantity, and the disposition of any waste that
results from manufacturing the exported articles. If no waste
results, records wll be maintained to establish that fact.

G Tradeoff.

The use of any donestic nerchandi se acquired in exchange for
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i nported nerchandi se that neets the sane kind and quality
specifications contained in the parallel colums of this general
ruling shall be treated as use of the inported nerchandise if no
certificate of delivery is issued covering the inported
nmer chandi se (19 U S. C. 1313(k)) upon conpliance with the
appl i cabl e regul ati ons and rulings.

H.  Procedures And Records Maintai ned.

Records will be maintained to establish:

1. The identity and specifications of the designated
mer chandi se;

2. The quantity of nerchandi se of the sane kind and quality
as the designated nerchandi se? used to produce the exported
articles (2 1f clainms are to be nmade on an "appearing in" basis,
the remai nder of this sentence should read "appearing in the
exported articles produced.");

3. That, within 3 years after receiving the designated
merchandi se at its factory, the operator used the nerchandi se to
produce articles. During the sanme 3-year period, the operator
produced® the exported articles.

(® The date of production is the date an article is conpleted.)

To obtain drawback the clai mant nust establish that the conpl eted
articles were exported within 5 years after the inportation of
the inported nerchandi se. The operator's records establishing
its conpliance with these requirenments will be available for

audit by Custons during business hours. Drawback is not payable
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wi t hout proof of conpliance.

|. Inventory Procedures.
The operator's inventory records will show how t he drawback
recordkeeping requirenents set forth in 19 U S C 1313(b) and
part 191 of the Custons Regul ations will be nmet, as discussed
under the heading "Procedures And Records Maintained". |f those
records do not establish satisfaction of those |egal
requi renents, drawback cannot be paid.

J. Basis of Caimfor Drawback.
Drawback will be clainmed on the quantity of eligible conponents
used in producing the exported articles only if there is no waste
or val uel ess or unrecovered waste in the manufacturing operation.
Drawback nmay be claimed on the quantity of eligible conponents
that appears in the exported articles, regardl ess of whether
there is waste, and no records of waste need be maintained. |If
there is valuabl e waste recovered fromthe manufacturing
operation and records are kept which show the quantity and val ue
of the waste, drawback may be clained on the quantity of eligible
conponents used to produce the exported articles | ess the anount
of those conponents which the value of the waste woul d repl ace.

K. General Requirenents.
The operator wll:

1. Conply fully with the terns of this general ruling when
cl ai m ng drawback;

2. OQpen its factory and records for exam nation at al
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reasonabl e hours by authorized Governnent officers;

3. Keep its drawback related records and supporting data
for at least 3 years fromthe date of paynent of any drawback
claimpredicated in whole or in part upon this general ruling;

4. Keep its letter of notification of intent to operate
under this general ruling current by reporting pronptly to the
drawback office which liquidates its clains any changes in the
nunber or locations of its offices or factories, the corporate
name, corporate officers, or the corporate organization by
succession or reincorporation;

5. Keep a copy of this general ruling on file for ready
reference by enployees and require all officials and enpl oyees
concerned to famliarize thenselves with the provisions of this
general ruling; and

6. Issue instructions to insure proper conpliance with
title 19, United States Code, section 1313(b), part 191 of the
Custons Regul ations and this general ruling.

V. Ceneral Manufacturing Drawback Ruling under 19 U.S.C.
1313(b) for Orange Juice.

A.  Sane Kind and Quality (Parallel Colums).

| nported Merchandi se or Duty-Pai d, Duty-Free or Donestic
Dr awback Products® to be Mer chandi se of the Sanme Kind and
Designated as the Basis Quality as that Designated which
for Drawback on the WIl be Used in the Production of

Exported Products. t he Exported Products.
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Concentrated orange juice for Concentrated orange juice
manuf acturing (of not |ess for manufacturing as des-
than 55° Brix) as defined in cribed in the |l eft-hand
the standard of identity of the paral l el col um.

Food and Drug Adm nistration
(21 CFR 146.53) which neets the
G ade A standard of the U. S
Dept. of Agriculture
(7 CFR 52.1557, Table IV).
(! Drawback products are those produced in the United States in
accordance with the drawback | aw and regul ations. Such products
have "dual status" under section 1313(b). They may be desi gnated
as the basis for drawback and al so may be deened to be donestic
mer chandi se.)
The inported nerchandi se desi gnated on drawback clains wll be so
simlar in quality to the nmerchandi se used in producing the
exported articles on which drawback is clained that the
mer chandi se used would, if inported, be subject to the sane rate
of duty as the inported designated nerchandi se. Fluctuations in
the market value resulting fromfactors other than quality wll
not affect the drawback.

B. Exported Articles on which Drawback will be C ai ned.

1. Orange juice fromconcentrate (reconstituted juice).

2. Frozen concentrated orange juice.

3. Bulk concentrated orange juice.
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C. Ceneral Statenent.

The operator manufactures for its own account. The operator may
produce articles for the account of another or another

manuf acturer may produce for the operator's account under
contract within the principal and agency rel ationship outlined in
T.D.'s 55027(2) and 55207(1).

D. Process of Manufacture or Production.

1. Orange juice fromconcentrate (reconstituted juice).
Concentrated orange juice for manufacturing is reduced to a
desired 11.8° Brix by a blending process to produce orange
juice fromconcentrate. The follow ng optional blending
processes may be used:

i. The concentrate is blended with fresh orange juice
(single strength juice); or

ii. The concentrate is blended with essential oils,
flavoring conponents, and water; or

iti. The concentrate is blended with water and i s heat
treated to reduce the enzymatic activity and the nunber of viable
m cr oor gani sns.

2. Frozen concentrated orange juice.

Concentrated orange juice for manufacturing is reduced to a
desired degree Brix of not |ess than 41.8° Brix by the follow ng
opti onal bl ending processes:

i. The concentrate is blended with fresh orange juice

(single strength juice); or
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ii. The concentrate is blended with essential oils and
flavori ng conponents and water.

3. Bulk concentrated orange juice.
Concentrated orange juice for manufacturing is blended with
essential oils and flavoring conponents which woul d enabl e
anot her processor such as a dairy to prepare finished frozen
concentrated orange juice or orange juice fromconcentrate by
nmerely adding water to the (internediate) bul k concentrated
or ange | ui ce.

E. By-Products, Wste, Loss or @Gin.
Not appli cabl e.

F. Tradeoff.
The use of any donestic nerchandi se acquired in exchange for
i nported nerchandi se that neets the sane kind and quality
specifications contained in the parallel colums of this general
ruling shall be treated as use of the inported nerchandise if no
certificate of delivery is issued covering the inported
nmer chandi se (19 U S.C. 1313(k)) upon conpliance with the
appl i cabl e regul ati ons and rulings.

G Procedures And Records Mi nt ai ned.
Records will be maintained to establish:

1. The identity and specifications of the designated
mer chandi se;

2. The quantity of merchandi se of the sane kind and quality

as the designated nerchandi se? used to produce the exported
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articles (2 If clains are to be nade on an "appearing in" basis,
the remai nder of this sentence should read "appearing in the
exported articles produced.");

3. That, within 3 years after receiving the designated
merchandi se at its factory, the operator used the designated
mer chandi se to produce articles. During the sane 3-year period,
t he operator produced® the exported articles.
(® The date of production is the date an article is conpleted.)
To obtain drawback it nust be established that the conpleted
articles were exported within 5 years after the inportation of
the inported nerchandi se. Records establishing conpliance with
these requirenents will be available for audit by Custons during
busi ness hours. No drawback is payable w thout proof of
conpl i ance.

G Inventory Procedures.
The operator's inventory records will show how t he drawback
recordkeeping requirenents set forth in 19 U S.C 1313(b) and
part 191 of the Custons Regul ations will be nmet, as discussed
under the heading "Procedures And Records Mintained". |If those
records do not establish satisfaction of those | egal
requi renents, drawback cannot be paid.

|. Basis of Caimfor Drawback.
The basis of claimfor drawback will be the quantity of
concentrated orange juice for manufacturing used in the

production of the exported articles. It is understood that when
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fresh orange juice is used as “cutback”, it will not be included
in the “pound solids” when conputing the drawback due.

J. Ceneral requirenents.

The operator wll:

1. Conply fully with the terns of this general ruling when
cl ai m ng drawback;

2. Open its factory and records for exam nation at al
reasonabl e hours by authorized Governnent officers;

3. Keep its drawback related records and supporting data
for at least 3 years fromthe date of paynent of any drawback
claimpredicated in whole or in part upon this general ruling;

4. Keep its letter of notification of intent to operate
under this general ruling current by reporting pronptly to the
drawback office which liquidates its clains any changes in the
nunber or locations of its offices or factories, the corporate
name, corporate officers, or the corporate organization by
succession or reincorporation;

5. Keep a copy of this general ruling on file for ready
reference by enployees and require all officials and enpl oyees
concerned to famliarize thenselves with the provisions of this
general ruling; and

6. Issue instructions to insure proper conpliance with
title 19, United States Code, section 1313(b), part 191 of the
Cust onms Regul ations and this general ruling.

VI. General Mnufacturing Drawback Ruling under 19 U.S. C.
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1313(b) for Piece Goods.

A.  Sane kind and Quality (Parallel Colums).

| nported Merchandi se or Duty- Pai d, Duty-Free or Donestic
Drawback Products! to be Mer chandi se of the Sanme Kind and
Desi gnated as the Basis Quality as that Designated which
for Drawback on the will be Used in the Production of
Exported Products. t he Exported Products.

Pi ece goods Pi ece goods

(* Drawback products are those produced in the United States in
accordance wth the drawback | aw and regul ati ons. Such products
have "dual status" under 19 U.S.C. 1313(b). They may be

desi gnated as the basis for drawback and al so nay be deened to be
donesti c merchandi se.)

The piece goods used in manufacture will be the sane kind and
quality as the piece goods designated as the basis of claimfor
drawback, and are used interchangeably w thout change in

manuf acturi ng processes or resultant products, by-products, or
wastes. Sone tol erances between inported-designated piece goods
and t he used-exported piece goods wll be permtted to
accommodat e variations which are normally found in piece goods.
These tol erances are no greater than the tol erances generally
allowed in the industry for piece goods of the sanme kind and
quality as foll ows:

1. A 4% weight tolerance so that the piece goods used in
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manufacture will be not nore than 4% Ilighter or heavier than the
i nported piece goods which will be desi gnat ed;

2. A tolerance of 4%in the aggregate thread count per
square inch so that the piece goods used in manufacture will have
an aggregate thread count within 4% nore or |less of the
aggregate thread count of the inported piece goods which wll be
designated. In each case, the average yarn nunber of the
donestic piece goods wll be the sane or greater than the average
yarn nunber of the inported piece goods designated, and in each
case, the substitution and tolerance will be enployed only within
the sane famly of fabrics, i.e., print cloth for print cloth,
gi ngham for gi ngham greige for greige, dyed for dyed, bl eached
for bl eached, etc. The piece goods used in nmanufacture of the
exported articles will be designated as containing the identical
percentage of identical fibers as the piece goods designhated as
the basis for allowance of drawback; for exanple, piece goods
contai ni ng 65% cotton and 35% dacron will be desi gnated agai nst
the use of piece goods shown to contain 65% cotton and 35%
dacron. The actual fiber conposition may vary slightly fromthat
described on the invoice or other acceptance of the fabric as
havi ng the conposition described on docunents in accordance with
trade practices. The substituted piece goods used in the
manuf acture of articles for exportation with drawback will be so
simlar in quality to the inported piece goods designated for the

basi s of allowance of drawback, that the piece goods used, if
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i nported, would have been subject to the sane or greater anobunt
of duty as was paid on the inported designated piece goods.
Differences in value resulting fromfactors other than quality,
as for exanple, price fluctuations, will not preclude an
al l omance of drawback.

B. Exported Articles on which Drawback will be C ai ned.
Fi ni shed pi ece goods.

C. Ceneral Statenent.
The operator manufactures for its own account. The operator may
produce articles for the account of another or another
manuf acturer may produce for the operator's account under
contract within the principal and agency rel ationship outlined in
T.D.’s. 55027(2) and 55207(1).

D. Process of Manufacture or Production.
Pi ece goods are subject to any one of the follow ng finishing
producti ons:

1. Bl eaching,

N

Mer ceri zi ng,

Dyei ng,

Printing,

A conbi nation of the above, or

Any additional finishing processes.

m o o & o

By- Product s.
Not appli cabl e.

F. WAst e.
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Rag waste may be incurred. The operator's records shall show the
quantity of rag waste, if any, and its value. |In instances where
rag waste occurs and it is inpractical to account for the actual
quantity of rag waste incurred, it shall be assuned in
[ iquidation that such rag waste constituted 2% of the piece goods
put into the finishing processes.

G Shrinkage, Gain, and Spoil age.
The operator's records shall show the yardage | ost by shrinkage
or gained by stretching during manufacture, and the quantity of
remmants resulting and of spoilage incurred, if any.

H  Tradeoff.
The use of any donestic nerchandi se acquired in exchange for
i nported nerchandi se that neets the sane kind and quality
specifications contained in the parallel colums of this general
ruling shall be treated as use of the inported nerchandise if no
certificate of delivery is issued covering the inported
nmer chandi se (19 U . S. C. 1313(k)) upon conpliance with the
appl i cabl e regul ati ons and rul i ngs.

| . Procedures And Records Mi ntai ned.
Records wi Il be maintained to establish:

1. The identity and specifications of the designated
mer chandi se;

2. The quantity of merchandi se of the sane kind and quality
as the designated nerchandi se? used to produce the exported

articles (2 If clains are to be nade on an "appearing in" basis,
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the remai nder of this sentence should read "appearing in the
exported articles produced.");

3. That, within 3 years after receiving the designated
merchandi se at its factory, the operator used the nerchandi se to
produce articles. During the sanme 3-year period, the operator
produced® the exported articles.

(® The date of production is the date an article is conpleted.)
To obtai n drawback the clai mant nust establish that the conpl eted
articles were exported within 5 years after the inportation of
the inported nerchandi se. The operator's records establishing
its conpliance with these requirenents will be avail able for
audit by Custons during business hours. Drawback is not payable
wi t hout proof of conpliance.

J. Inventory Procedures.

The operator's inventory records will show how t he drawback
recordkeeping requirenents set forth in 19 U S.C 1313(b) and
part 191 of the Custons Regul ations will be nmet, as discussed
under the heading "Procedures And Records Mintained". |If those
records do not establish satisfaction of those |egal

requi renents, drawback cannot be pai d.

K. Basis of Claimfor drawback.

Drawback will be clained on the quantity of eligible piece goods
used in producing the exported articles only if there is no waste
or val uel ess or unrecovered waste in the manufacturing operation.

Drawback nay be clainmed on the quantity of eligible piece goods
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that appears in the exported articles, regardl ess of whether
there is waste, and no records of waste need be maintained. |If
there is valuabl e waste recovered fromthe manufacturing
operation and records are kept which show the quantity and val ue
of the waste fromeach | ot of piece goods, drawback nay be
clainmed on the quantity of eligible piece goods used to produce
the exported articles | ess the anobunt of piece goods which the
val ue of the waste woul d repl ace.

L. GCeneral Requirenents.

The operator wll:

1. Conply fully with the terns of this general ruling when
cl ai m ng drawback;

2. Qpen its factory and records for exam nation at al
reasonabl e hours by authorized Governnent officers;

3. Keep its drawback related records and supporting data
for at least 3 years fromthe date of paynent of any drawback
claimpredicated in whole or in part upon this general ruling;

4. Keep its letter of notification of intent to operate
under this general ruling current by reporting pronptly to the
drawback office which liquidates its clains any changes in the
nunber or locations of its offices or factories, the corporate
name, corporate officers, or the corporate organization by
succession or reincorporation;

5. Keep a copy of this general ruling on file for ready

reference by enployees and require all officials and enpl oyees
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concerned to famliarize thenselves with the provisions of this
general ruling; and

6. Issue instructions to insure proper conpliance with
title 19, United States Code, section 1313(b), part 191 of the
Custons Regul ations and this general ruling.

VI1. General Manufacturing Drawback Ruling under 19 U. S.C
1313(b) for Steel.

A.  Sane kind and Quality (Parallel Colums).

| nported Merchandi se or Duty-Pai d, Duty-Free or Donestic
Drawback Products! to be Mer chandi se of the Sanme Kind and
Designated as the Basis Quality as that Designated which
for Drawback on the will be Used in the Production of
Exported Products. t he Exported Products.

(! Drawback products are those produced in the United States in
accordance wth the drawback | aw and regul ati ons. Such products
have "dual status" under section 1313(b). They may be desi gnated
as the basis for drawback and al so may be deened to be donestic

mer chandi se.)

Steel of one general cl ass, Steel of the sanme general class,
e.g., an ingot, falling within specification, and grade as the
one SAE, Al SI, or ASTMW steel in the colum immediately
specification, and if the to the left hereof.

speci fication contains one

or nore grades falling within
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one grade of the specification.
(2 Standards set by the Society of Autonotive Engi neers (SAE)
the Arerican Iron and Steel Institute (AISI), or the Anerican
Society for Testing and Materials (ASTM.)

1. The duty-free or donestic steel used instead of the
duty-paid steel wll be interchangeable for manufacturing
purposes with the duty-paid steel. To be interchangeable a steel
must be able to be used in place of the substituted steel w thout
any additional processing step in the manufacture of the article
on which drawback is to be clai ned.

2. Because the duty-paid steel that is to be designated as
the basis for drawback is dutiable according to its value, the
anount of duty can vary with its size (gauge, width, or |ength)
or conposition (e.qg., chronme content). |If such variances occur,
designation will be by "price extra", and in no case wl|l
drawback be clained in a greater anount than that which woul d
have accrued to that steel used in manufacture of or appearing in
the exported articles. Price extra is not available for coated
or plated steel, covered in paragraph 5, infra, insofar as the
coating or plating is concerned.

3. The duty-paid steel wll be so simlar in quality to the
steel used to manufacture the articles on which drawback wll be
clainmed that the steel so used, if inported, would be
classifiable in the sane tariff subheadi ng nunber and at the sane

rate of duty as the duty-paid inported steel.
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4. Any fluctuation in market value caused by a factor other
than quality does not affect drawback.

5. If the steel is coated or plated with a base netal, in
addition to neeting the requirenents for uncoated or unpl ated
steel set forth in the parallel columms, the base-netal coating
or plating on the duty-free or donmestic steel used in place of
the duty-paid steel will have the same conposition and thickness
as the coating or plating on the duty-paid steel. |If the coated
or plated duty-paid steel is within a SAE, Al SI, ASTM
specification, any duty-free or donestic coated or plated steel
covered by the sane specification and grade (if two or nore
grades are in the specification) is considered to neet this
criterion for “same kind and quality.”

B. Exported Articles on which Drawback will be C ai ned.

The exported articles will have been manufactured in the United
States using steels described in the parallel colums above.

C. Ceneral Statenent.
The operator manufactures for its own account. The operator may
produce articles for the account of another or another
manuf acturer may produce for the operator's account under
contract within the principal and agency rel ationship outlined in
T.D.'s 55027(2) and 55207(1).

D. Process of Manufacture or Production.
The steel described in the parallel colums will be used to

manuf acture new and different articles (see 19 CFR 191.2(p)).
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E. By-Products.
Not appli cabl e.

F. Wiste.
No drawback is payable on any waste which results fromthe
manuf acturing operation. Unless the claimfor drawback is based
on the quantity of steel appearing in the exported articles,
records wll be maintained to establish the value (or the |ack of
value), the quantity, and the disposition of any waste that
results from manufacturing the exported articles. If no waste
results, records to establish that fact will be nai ntai ned.

G Loss or Gain.
The operator will maintain records showi ng the extent of any | oss
or gain in net weight or neasurenent of the steel caused by
at nospheric conditions, chem cal reactions, or other factors.

H  Tradeoff.
The use of any donestic nmerchandi se acquired in exchange for
i nported nerchandi se that neets the sane kind and quality
specifications contained in the parallel colums of this general
ruling shall be treated as use of the inported nerchandise if no
certificate of delivery is issued covering the inported
nmer chandi se (19 U S. C. 1313(k)) upon conpliance with the
appl i cabl e regul ati ons and rulings.

|. Procedures And Records Mai ntai ned.
Records will be maintained to establish:

1. The identity and specifications of the designated
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mer chandi se;

2. The quantity of merchandi se of the sane kind and quality
as the designated nerchandi se® used to produce the exported
articles (3 If clains are to be nade on an "appearing in" basis,
the remai nder of this sentence should read "appearing in the
exported articles produced.");

3. That, within 3 years after receiving the designated
merchandi se at its factory, the operator used the nerchandi se to
produce articles. During the sanme 3-year period, the operator
produced* the exported articles.

(* The date of production is the date an article is conpleted.)
To obtain drawback the clai mant nust establish that the conpl eted
articles were exported within 5 years after the inportation of
the inported nerchandi se. The operator's records establishing
its conpliance with these requirenents wll be avail able for
audit by Custons during business hours. Drawback is not payable
wi t hout proof of conpliance.

J. Inventory Procedures.

The operator's inventory records will show how t he drawback
recordkeeping requirenents set forth in 19 U S.C 1313(b) and
part 191 of the Custons Regul ations will be nmet, as discussed
under the heading "Procedures And Records Mintained". |If those
records do not establish satisfaction of those | egal

requi renents, drawback cannot be paid.

K. Basis of Claimfor Drawback.
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Drawback will be clainmed on the quantity of steel used in
produci ng the exported articles only if there is no waste or
val uel ess or unrecovered waste in the manufacturing operation.
Dr awback may be clained on the quantity of eligible steel that
appears in the exported articles, regardl ess of whether there is
waste, and no records of waste need be maintained. |If there is
val uabl e waste recovered fromthe manufacturing operation and
records are kept which show the quantity and value of the waste
fromeach | ot of steel, drawback may be cl aimed on the quantity
of eligible steel used to produce the exported articles |less the
anount of that steel which the value of the waste would repl ace.

L. GCeneral Requirenents.

The operator wll:

1. Conply fully with the terns of this general ruling when
cl ai m ng drawback;

2. Open its factory and records for exam nation at al
reasonabl e hours by authorized Governnent officers;

3. Keep its drawback related records and supporting data
for at least 3 years fromthe date of paynent of any drawback
claimpredicated in whole or in part upon this general ruling;

4. Keep its letter of notification to operate under this
general ruling current by reporting pronptly to the drawback
office which liquidates its clains any changes in the nunber or
| ocations of its offices or factories, the corporate nane,

corporate officers, or the corporate organi zati on by succession
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or reincorporation;

5. Keep a copy of this general ruling on file for ready
reference by enployees and require all officials and enpl oyees
concerned to famliarize thenselves with the provisions of this
general ruling; and

6. Issue instructions to insure proper conpliance with
title 19, United States Code, section 1313(b), part 191 of the
Custons Regul ations and this general ruling.

VI11. General Mnufacturing Drawback Ruling under 19 U.S. C
1313(b) for Sugar.

A.  Sane Kind and Quality (Parallel Colums).

| nport ed Merchandi se or Duty-Pai d, Duty-Free or Donestic
Drawback Products! to be Mer chandi se of the Sanme Kind and
Designated as the Basis Quality as that Designated which
for Drawback on the will be Used in the Production of
Exported Products. t he Exported Products.

(! Drawback products are those produced in the United States in

accordance with the drawback | aw and regul ations. Such products

have "dual status" under section 1313(b). They may be desi gnated

as the basis for drawback and al so may be deened to be donestic

mer chandi se.)

1. Ganulated or |liquid sugar 1. Ganulated or liquid sugar
for manufacturing, for manufacturing,
cont ai ni ng sugar solids of cont ai ni ng sugar solids of

not | ess than 99.5 sugar not | ess than 99.5 sugar
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degr ees. degr ees.
2. Ganulated or liquid 2. Ganulated or liquid
sugar for manufacturing, sugar for manufacturing,
cont ai ni ng sugar solids of cont ai ni ng sugar solids of
| ess than 99.5 sugar degrees. | ess than 99.5 sugar
degr ees.

The sugars listed above test within three-tenths of a degree on
the polariscope. Sugars in each colum are conpletely
i nterchangeable with the sugars directly opposite and designation
w Il be made on this basis only. The designated sugar on which
clainms for drawback will be based will be so simlar in quality
to the sugar used in manufacture of the products exported with
drawback that the sugar used in manufacture would, if inported,
be subject to the same anmount of duty paid on a like quantity of
designated sugar. D fferences in value resulting fromfactors
other than quality, such as market fluctuation, will not affect
t he all owance of drawback

B. Exported Articles on which Drawback will be C ai ned.
Edi bl e substances (including confectionery) and/or beverages
and/ or ingredients therefor.

C. Ceneral Statenent.
The operator manufactures for its own account. The operator may
produce articles for the account of another or another
manuf acturer may produce for the operator's account under

contract within the principal and agency rel ationship outlined in
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T.D.'s 55027(2) and 55207(1).
D. Process of Manufacture or Production.
The sugars are subjected to one or nore of the foll ow ng
operations to formthe desired product(s):

1. Mxing with other substances,

2. Cooking with other substances,
3. Boiling with other substances,
4. Baking with other substances,
5. Additional simlar processes

E. By-Products.

Not appli cabl e.

F. Wiste.
No drawback is payable on any waste which results fromthe
manuf acturing operation. Unless the claimfor drawback is based
on the quantity of sugar appearing in the exported articles,
records wll be maintained to establish the value (or the | ack of
value), the quantity, and the disposition of any waste that
results from manufacturing the exported articles. |If no waste
results, records to establish that fact will be nai ntai ned.

G Loss or Gain.
The operator will maintain records showi ng the extent of any | oss
or gain in net weight or neasurenent of the sugar caused by
at nospheric conditions, chem cal reactions, or other factors.

H  Tradeoff.

The use of any donestic nerchandi se acquired in exchange for
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i nported nerchandi se that neets the sane kind and quality
specifications contained in the parallel colums of this general
ruling shall be treated as use of the inported nerchandise if no
certificate of delivery is issued covering the inported
nmer chandi se (19 U S. C. 1313(k)) upon conpliance with the
appl i cabl e regul ati ons and rulings.

| . Procedures And Records Mai ntai ned.

Records will be maintained to establish:

1. The identity and specifications of the designated
mer chandi se;

2. The quantity of nerchandi se of the sane kind and quality
as the designated nerchandi se? used to produce the exported
articles (2 1f clainms are to be nmade on an "appearing in" basis,
the remai nder of this sentence should read "appearing in the
exported articles produced.");

3. That, within 3 years after receiving the designated
merchandi se at its factory, the operator used the nerchandi se to
produce articles. During the sanme 3-year period, the operator
produced® the exported articles.

(® The date of production is the date an article is conpleted.)

To obtain drawback the clai mant nust establish that the conpl eted
articles were exported within 5 years after the inportation of
the inported nerchandi se. The operator's records establishing
its conpliance with these requirenments will be available for

audit by Custons during business hours. Drawback is not payable
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wi t hout proof of conpliance.

J. Inventory Procedures.
The operator's inventory records will show how t he drawback
recordkeeping requirenents set forth in 19 U S.C 1313(b) and
part 191 of the Custons Regul ations will be nmet, as discussed
under the heading "Procedures And Records Mintained". |If those
records do not establish satisfaction of those |egal
requi renents, drawback cannot be pai d.

K. Basis of Claimfor Drawback.
Drawback will be clained on the quantity of sugar used in
produci ng the exported articles only if there is no waste or
val uel ess or unrecovered waste in the manufacturing operation.
Dr awback may be clained on the quantity of eligible sugar that
appears in the exported articles regardl ess of whether there is
waste, and no records of waste need be maintained. |If there is
val uabl e waste recovered fromthe manufacturing operation and
records are kept which show the quantity and val ue of the waste,
drawback may be clained on the quantity of eligible material used
to produce the exported articles |less the anobunt of that sugar
whi ch the value of the waste woul d repl ace.

L. General Requirenents.
The operator wll:

1. Comply fully with the terns of this general ruling when
cl ai m ng drawback;

2. OQpen its factory and records for exam nation at al
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reasonabl e hours by authorized Governnent officers;

3. Keep its drawback related records and supporting data
for at least 3 years fromthe date of paynent of any drawback
claimpredicated in whole or in part upon this general ruling;

4. Keep its letter of notification of intent to operate
under this general ruling current by reporting pronptly to the
drawback office which liquidates its clains any changes in the
nunber or locations of its offices or factories, the corporate
name, corporate officers, or the corporate organization by
succession or reincorporation;

5. Keep a copy of this general ruling on file for ready
reference by enployees and require all officials and enpl oyees
concerned to famliarize thenselves with the provisions of this
general ruling; and

6. Issue instructions to insure proper conpliance with
title 19, United States Code, section 1313(b), part 191 of the
Cust onms Regul ations and this general ruling.

| X.  General Drawback Ruling under 19 U S.C. 1313(b) for Raw
Sugar .

Dr awback may be allowed under 19 U. . S. C. 1313(b) upon the
exportation of hard or soft refined sugars and sirups
manuf actured fromraw sugar, subject to the follow ng speci al
requirenents:

A.  The drawback al |l owance shall not exceed 99 percent of

the duty paid on a quantity of raw sugar designated by the
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refiner which contains a quantity of sucrose not in excess of the
quantity required to manufacture the exported sugar or sirup,
ascertained as provided in this general rule.

B. The refined sugars and sirups shall have been
manuf actured with the use of duty-paid, duty-free, or donestic
sugar, or conbinations thereof, within 3 years after the date on
whi ch desi gnated sugar was received by the refiner, and shal
have been exported within 5 years fromthe date of inportation of
t he desi gnat ed sugar.

C. Al granul ated sugar testing by the pol ari scope 99.5°
and over shall be deened hard refined sugar. Al refined sugar
testing by the pol ari scope | ess than 99.5° shall be deened soft
refined sugar. Al "blackstrap,"” "unfiltered sirup,” and "fi nal
nol asses” shall be deened sirup

D. The inported duty-paid sugar selected by the refiner as
the basis for the drawback cl ai m (designated sugar) shall be of
the sane kind and quality as that used in the manufacture of the
exported refined sugar or sirup and shall have been used within 3
years after the date on which it was received by the refiner
Dut y- pai d sugar whi ch has been used at a plant of a refiner
within 3 years after the date on which it was received by such
refiner may be designated as the basis for the all owance of
drawback on refined sugars or sirups manufactured at anot her
pl ant of the sane refiner.

E. For the purpose of distributing the drawback, relative
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val ues shall be established between hard refined (granul ated)
sugar, soft refined (various grades) sugar, and sirups at the
time of separation. The entire period covered by an abstract
shal | be deened the tine of separation of the sugars and sirups
covered by such abstract.

F. The sucrose all owance per pound on hard refined
(granul ated) sugar established by an abstract, as provided for in
this general ruling, shall be applied to hard refined sugar
comercially known as | oaf, cut |oaf, cube, pressed, crushed, or
powder ed sugar manufactured fromthe granul ated sugar covered by
t he abstract.

G The sucrose all owance per gallon on sirup established by
an abstract, as provided for in this general ruling, shall be
applied to sirup further advanced in value by filtration or
ot herwi se, unless such sirup is the subject of a special
manuf act uri ng drawback ruli ng.

H As to each lot of inported or donestic sugar used in the
manuf acture of refined sugar or sirup on which drawback is to be
claimed, the raw stock records shall show the refiner's raw | ot
nunber, the nunber and character of the packages, the settlenent
wei ght in pounds, and the settlenment polarization. Such records
covering inported sugar shall show, in addition to the foregoing,
the inmport entry nunber, date of inportation, nanme of inporting
carrier, country of origin, the Governnent weight, and the

Gover nment pol ari zati on.
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|. The nelt records shall show the date of nelting, the
nunber of pounds of each |ot of raw sugar nelted, and the ful
anal ysis at nelting.

J. There shall be kept a daily record of final products
boil ed showi ng the date of the nelt, the date of boiling, the
magma filling serial nunber, the nunber of the vacuum pan or
crystallizer filling, the date worked off, and the sirup filling
serial nunber.

K. The sirup manufacture records shall show the date of
boiling, the period of the nelt, the sirup filling serial nunber,
t he nunber of barrels in the filling, the magma filling serial
nunber, the quantity of sirup, its disposition in tanks or
barrels and the refinery serial manufacture nunber.

L. The refined sugar stock records shall show the refinery
serial manufacture nunber, the period of the nelt, the date of
manuf acture, the grade of sugar produced, its polarization, the
nunber and ki nd of packages, and the net weight. \Wen soft sugars
are manufactured, the commercial grade nunber and quantity of
each shall be shown.

M  Each lot of hard or soft refined sugar and each | ot of
sirup manuf actured, regardl ess of the character of the containers
or vessels in which it is packed or stored, shall be marked
i mredi ately with the date of manufacture and the refinery
manuf act ure nunber applied to it in the refinery records provided

for and shown in the abstract, as provided for in this general
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ruling, fromsuch records. If all the sugar or sirup contained in
any | ot manufactured is not intended for exportation, only such
of the packages as are intended for exportation need be marked as
prescri bed above, provided there is filed with the drawback
office immedi ately after such marking a statenent show ng the
date of manufacture, the refinery manufacture nunber, the nunber
of packages marked, and the quantity of sugar or sirup contained
therein. No drawback shall be allowed in such case on any sugar
or sirup in excess of the quantity shown on the statenent as
havi ng been marked. |If any packages of sugar or sirup so marked
are repacked into other containers, the new contai ners shall be
mar ked with the marks which appeared on the original containers
and a revised statenent covering such repacking and remarking
shall be filed with the drawback office. If sirups fromnore than
one lot are stored in the sane tank, the refinery records shal
show the refinery manufacture nunber and the quantity of sirup
fromeach | ot contained in such tank

N. An abstract fromthe foregoing records covering
manuf acturing periods of not less than 1 nonth nor nore than 3
mont hs, unless a different period shall have been authorized,
shall be filed when drawback is to be clainmed on any part of the
refined sugar or sirup manufactured during such period. Such
abstract shall be filed by each refiner with the drawback office
where drawback clains are filed on the basis of this general

ruling. Such abstract shall be in the formdescribed in Treasury
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Deci si on 83-59.

O The refiner shall file with each abstract a statenent,
in the formdescribed in Treasury Decision 83-59.

P. At the end of each cal endar nonth the refiner shal
furnish to the drawback office a statenent show ng the actual
sales of sirup and the average nmarket val ues of refined sugars
for the cal endar nonth.

Q The sucrose all owance to be applied to the various
products based on the abstract and statenent provided for in this
general ruling shall be in accordance with the exanple set forth
in Treasury Decision 83-59.

R Certificates of delivery under this general ruling shal
be in the formdescribed in Treasury Decision 83-59.

S. Drawback clainms under this general ruling shall be in
the formdescribed in Treasury Decision 83-59.

T. Ceneral Statenent. The refiner manufactures for its own
account. The refiner may produce articles for the account of
anot her or anot her manufacturer may produce for the refiner's
account under contract within the principal and agency
relationship outlined in T.D.'s 55027(2) and 55207(1).

U Waste. No drawback is payable on any waste which
results fromthe manufacturing operation. Unless drawback cl ai ns
are based on the "appearing in" nethod, records wll be
mai ntai ned to establish the value (or the lack of value), the

quantity, and the disposition of any waste that results from
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manuf acturing the exported articles. |[If no waste results,
records to establish that fact will be naintained.

V. Loss or Gain. The refiner will maintain records show ng
the extent of any loss or gain in net weight or neasurenent of
t he sugar caused by atnospheric conditions, chem cal reactions,
or other factors.

W Tradeoff. The use of any donestic nerchandi se acquired
i n exchange for inported nerchandi se that neets the sane kind and
quality requirenments provided for in this general ruling shall be
treated as use of the inported nmerchandise if no certificate of
delivery is issued covering the inported nerchandise (19 U S. C
1313(k)) upon conpliance with the applicable regul ati ons and
rulings.

X.  Procedures And Records Maintained. Records will be
mai ntai ned to establish:

1. The identity and specifications of the designated
mer chandi se;

2. The quantity of merchandi se of the sane kind and quality
as the designated nerchandi se? used to produce the exported
articles (2 If clains are to be nade on an "appearing in" basis,
the remai nder of this sentence should read "appearing in the
exported articles produced."); and

3. That, within 3 years after receiving the designated
mer chandi se at its factory, the refiner used the designated

mer chandi se to produce articles. During the sane 3-year period,
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the refiner produced® the exported articles.
(® The date of production is the date an article is conpleted.)

To obtain drawback the clai mant nust establish that the
conpleted articles were exported within 5 years after the
inportation of the inported nerchandise. The refiner’s records
establishing its conpliance with these requirenents wll be
avail able for audit by Custons during business hours. Drawback
is not payable w thout proof of conpliance.

Y. General requirenents. The refiner wll:

1. Conply fully with the terns of this general ruling when
cl ai m ng drawback;

2. Qpen its factory and records for exam nation at al
reasonabl e hours by authorized Governnent officers;

3. Keep its drawback related records and supporting data
for at least 3 years fromthe date of paynent of any drawback
claimpredicated in whole or in part upon this general ruling;

4. Keep its letter of notification of intent to operate
under this general ruling current by reporting pronptly to the
drawback office which liquidates its clains any changes in the
nunber or locations of its offices or factories, the corporate
name, corporate officers, or the corporate organization by
succession or reincorporation;

5. Keep a copy of this general ruling on file for ready
reference by enployees and require all officials and enpl oyees

concerned to famliarize thenselves with the provisions of this
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general ruling; and
6. Issue instructions to insure proper conpliance with
title 19, United States Code, section 1313(b), part 191 of the
Custons Regul ations and this general ruling.
Appendix B to Part 191 - Sample Formats for Applications
for Specific Manufacturing Drawback Rulings
These sanple formats for applications for specific
manuf act uri ng drawback rulings are not rulings until reviewed and
approved by Custons Headquarters. A specific manufacturing
drawback ruling consists of the application plus the letter of
acceptance, as provided in 19 CFR 191.8. In these application
formats, remarks in parentheses and footnotes are for explanatory
pur poses only and should not be copied. Oher material should be
gquoted directly in the applications.)
FORMAT FOR SAMPLE 1313(a) & (b) APPLICATION
COMPANY LETTERHEAD (Opti onal)
U S. Custons Service
Entry and Carrier Rulings Branch
1301 Constitution Avenue, N W
Washi ngton, D.C. 20229
Dear Sir:
W, (Applicant's Nane), a (State, e.g. Delaware) corporation (or
ot her described entity) submt this application for a specific

manuf act uri ng drawback ruling that our manufacturing operations
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qualify for drawback under title 19, United States Code,
88 1313(a) & (b), and part 191 of the Custonms Regul ations. W
request that the Custons Service authorize drawback on the basis
of this application.
NAME AND ADDRESS AND IRS NUMBER OF APPLICANT
(Section 191.8(a) of the Custonms Regul ati ons provi des that each
manuf act urer or producer of articles intended for exportation
with the benefit of drawback shall apply for a specific
manuf act uri ng drawback ruling, unless operating under a general
manuf act uri ng drawback ruling under 8 191.7 of the Custons
Regul ations. Custons will not approve an application which shows
an uni ncor porated division or conpany as the applicant (see
§ 191.8(a)).)
LOCATION OF FACTORY
(G ve the address of the factory(s) where the process of
manuf acture or production will take place. |If the factory is a
different legal entity fromthe applicant, so state and indicate
i f operating under an Agent's general manufacturing drawback
ruling.)
CORPORATE OFFICERS
(List officers and other persons legally authorized to bind the
corporation who wll sign drawback docunments. Section 191.6 of
the Custons Regul ations permts only the president, vice-

presi dent, secretary, treasurer, or any other individual legally
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authorized to bind the corporation to sign for a corporation. In
addition, a person within a business entity with a Custons power
of attorney for the conpany may sign. A Custons power of
attorney may al so be given to a |licensed Custons broker. This
headi ng shoul d be changed to NAMES OF PARTNERS or PROPRIETOR in
the case of a partnership or sole proprietorship, respectively.)
CUSTOMS OFFICE WHERE DRAWBACK CLAIMS WILL BE FILED
(The 8 offices where drawback clains can be filed are | ocated at:

Bost on, MA;

New Yor k, NY;

Mam , FL;

New Ol eans, LA

Houst on, TX;

Long Beach, CA

Chi cago, IL;

San Franci sco, CA)
(An original application and two copies nust be filed. |If the
applicant intends to file drawback clains at nore than one
drawback office, two additional copies of the application nust be
furni shed for each additional office indicated.)
GENERAL STATEMENT
(The foll ow ng questions nust be answered:

1. Wio wll be the inporter of the designated nerchandi se?

(I'f the applicant will not always be the inporter of the
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desi gnat ed nerchandi se, does the applicant understand its
obligations to obtain the appropriate certificates of delivery
(19 CFR 191.10), certificates of manufacture and delivery (19 CFR
191. 24), or both?)

2. WII an agent be used to process the designated or the
substituted nerchandise into articles?
(I'f an agent is to be used, the applicant nust state it wll
conply with T.D.'s 55027(2) and 55207(1), and that its agent wll
submt a letter of notification of intent to operate under the
general manufacturing drawback ruling for agents (see 8 191.7 and
Appendi x A) or an application for a specific manufacturing
drawback ruling (see 8 191.8 and this Appendi x B).)

3. WII the applicant be the exporter?
(I'f the applicant will not be the exporter in every case but wll
be the claimant, the manufacturer nust state that it will reserve
the right to claimdrawback with the know edge and witten
consent of the exporter (19 CFR 191.82).))
(Since the permssion to grant use of the accel erated paynent
procedure rests with the Custons office with which clains will be
filed, do not include any reference to that procedure in this
application.)

PROCEDURES UNDER SECTION 1313(b)
(PARALLEL COLUMNS - "SAME KIND AND QUALITY'™)

| MPORTED MERCHANDI SE OR DUTY- PAI D, DUTY- FREE OR DOMESTI C
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DRAVBACK PRODUCTS? TO BE MERCHANDI SE OF THE SAME KI ND AND
DESI GNATED AS THE BASI S QUALI TY AS THAT DESI GNATED VWHI CH
FOR DRAVBACK ON THE WLL BE USED I N THE PRODUCTI ON OF
EXPORTED PRODUCTS THE EXPORTED PRODUCTS

(2 Drawback products are those produced in the United States in
accordance wth the drawback | aw and regul ati ons. Such products
have "dual status" under section 1313(b). They may be desi gnated
as the basis for drawback and al so may be deened to be donestic

mer chandi se.)

1. 1.
2. 2.
3. 3.

(Followng the itens listed in the parallel colums, a statenent
will be made, by the applicant, that affirns the "same kind and
quality" of the merchandise. This statement should be included
in the application exactly as it is stated bel ow)
The inported nmerchandi se which we will designate on our
clains will be so simlar in quality to the nerchandi se used
in producing the exported articles on which we claimdrawback
that the nmerchandi se used would, if inported, be subject to the
sane rate of duty as the inported designated nerchandi se.
Fluctuations in the market value resulting fromfactors
other than quality will not affect the drawback.
(I'n order to successfully claimdrawback it is necessary to prove

that the duty-paid, duty-free or donestic nmerchandi se which is to
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be substituted for the inported nerchandise is the "sanme kind and
quality". "Sanme kind and quality" does not necessarily nmean that
the nerchandise is identical. It does nean that the nmerchandi se
is of the sanme nature or character ("sanme kind") and that the
mer chandi se to be substituted is interchangeable with the
i nported nerchandise with little or no change in the
manuf acturi ng process to produce the sane exported article ("sane
quality"). In order to enable Custons to rule on "sane kind and
quality", the application nust include a detail ed description of
t he designated inported nerchandi se and of the substituted duty-
pai d, duty-free or donestic nmerchandi se to be used to produce the
exported articles.)

(It is essential that all the characteristics which determ ne the
quality of the nmerchandi se are provided in the application in
order to substantiate that the nmerchandi se neets the "sane kind
and quality" statutory requirenent. These characteristics should
clearly distinguish nerchandise of different qualities. For
exanpl e, USDA standards; FDA standards; industry standards, e.qg.,
ASTM concentration; specific gravity; purity; luster; nelting
point, boiling point; odor; color; grade; type; hardness;
brittleness; etc. Note that these are only a few exanpl es of
characteristics and that each kind of nerchandise has its own set
of specifications that characterizes its quality. |If
specifications are given with a m ninum val ue, be sure to include

a maxi mum val ue. The converse is also true. Oten
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characteristics are given to Custons on attached specification
sheets. These specifications should not include Material Safety
Dat a sheets or other descriptions of the nmerchandi se that do not
contribute to the "sanme kind and quality" determ nation. Wen
the merchandise is a chemcal, state the chem cal's generic nane
as well as its trade nane plus any generally recognized
identifying nunber, e.g. CAS nunber; Color Index Nunmber, etc.)
(I'n order to expedite the specific manufacturing drawback ruling
process, it will be helpful if you provide copies of technical
st andar ds/ specifications (particularly industry standards such as
ASTM st andards) referred to in your application.)

(The descriptions of the "sanme kind and quality" nerchandi se
should be formatted in the parallel colums. The |eft-hand
colum wi Il consist of the name and specifications of the

desi gnat ed i nported nerchandi se under the heading set forth
above. The right-hand colum will consist of the nanme and
specifications for the duty-paid, duty-free or donestic

mer chandi se under the heading set forth above.)

EXPORTED ARTICLES ON WHICH DRAWBACK WILL BE CLAIMED

(Name each article to be exported. Wen the identity of the
product is not clearly evident by its nane state what the product
IS, e.dg., a herbicide. There nust be a match between each
article described under the PROCESS OF MANUFACTURE AND PRODUCTI ON

section below and each article listed here.)
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PROCESS OF MANUFACTURE OR PRODUCTION
(Drawback under 8 1313(b) is not allowable except where a
manuf acture or production exists. A manufacture or production
exi sts when a "new and different article enmerges having a
di stinctive nane, character, or use", or when an article is nmade
fit for a particular use (see 19 CFR 191.2(p); see al so Anheuser-

Busch Brewing Assoc. v. United States, 207 U S. 556 (1907);

United States v. International Paint Co., 35 CCPA 87 (1948), et

al.). In order to obtain drawback under § 1313(b), it is
essential for the applicant to show use in manufacture or
production by giving a thorough description of the manufacturing
process. This description should include the nanme and exact
condition of the nmerchandise listed in the Parallel Colums, a
conpl ete explanation of the processes to which it is subjected in
this country, the effect of such processes, the nane and exact
description of the finished article, and the use for which the
finished article is intended. Wen applicable, give equations of
the chem cal reactions. The attachnment of a flow chart in
addition to the description show ng the manufacturing process is
an excellent nmeans of illustrating whether or not a "new and
different article" has been formed. Flow charts can clearly
illustrate if and at what point during the manufacturing process
by- products and wastes are generated.)

(This section should contain a description of the process by
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whi ch each item of nmerchandise listed in the parallel colums
above is used to nmake or produce every article that is to be
exported.)

BY-PRODUCTS

1. Relative Val ues

(Sonme processes result in the separation of the nmerchandi se used
in the sane operation into two or nore products. List all of the
products. State that you will record the market value of each
product or by-product at the tine it is first separated in the
manuf acturing process. |If this section is not applicable to you,
then state so.)

(Drawback | aw mandates the assignnment of relative values when two
or nore products necessarily are produced concurrently in the
sanme operation. For instance, the refining of flaxseed
necessarily produces linseed oil and |linseed husks (animal feed),
and drawback nust be distributed to each product in accordance
wth its relative value. However, the voluntary election of a
steel fabricator, for instance, to use part of a lot of inported
steel to produce autonobile doors and part of the lot to produce
aut onobi |l e fenders does not call for relative val ue

di stribution.)

(The rel ative value of a product is its value divided by the
total value of all products, whether or not exported. For

exanpl e, 100 gal |l ons of drawback nerchandi se are used to produce
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100 gal l ons of products, including 60 gallons of product A 20
gal l ons of product B, and 20 gallons of product C. At the tine
of separation, the unit values of products A B, and C are $5,
$10, and $50 respectively. The relative value of product Ais
$300 divided by $1500 or 1/5. The relative value of Bis 2/15
and of product Cis 2/3, calculated in the sanme manner. This
means that 1/5 of the drawback product paynents wll be
distributed to product A, 2/15 to product B, and 2/3 to product
C.)
(Drawback is all owabl e on exports of by-products, but is not
al l omabl e on exports of valuable waste. |In making this
di stinction between by-product or val uable waste, the applicant
shoul d address the follow ng significant elenents: (1) the
nature of the material of which the residue is conposed; (2) the
val ue of the residue as conpared to the value of the principa
manuf act ured product and the raw material; (3) the use to which
it is put; (4) its status under the tariff laws, if inported; (5)
whether it is a coimodity recognized in comerce; (6) whether it
must be subjected to sonme process to nake it sal eable.)
2. Producibility
(Some processes result in the separation of fixed proportions of
each product, while other processes afford the opportunity to
i ncrease or decrease the proportion of each product. An exanple
of the latter is petroleumrefining, where the refiner has the

option to increase or decrease the production of one or nore
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products relative to the others. State under this heading
whet her you can or cannot vary the proportionate quantity of each
pr oduct .)
(The BY-PRODUCT section consists of two sub-sections: Relative
Val ues and Producibility. |If no by-products result from your
operation state "Not Applicable"” for the entire section. |If by-
products do result fromyour operation Relative Values wll
al ways apply. However, Producibility may or may not apply. |If
Produci bility does not apply to your by-product operation state
"Not Applicable” for this sub-section.)
WASTE
(Many processes result in residue materials which, for drawback
pur poses, are treated as wastes. Describe any residue naterials
whi ch you believe should be so treated. If no waste results,
include a positive statenment to that effect under this heading.)
(I'f waste occurs, state: (1) whether or not it is recovered, (2)
whet her or not it is valueless, and (3) what you do with it.
This information is required whether clains are made on a "used
in" or "appearing in" basis and regardl ess of the anount of waste
i ncurred.)
(I'rrecoverabl e wastes are those consisting of materials which are
lost in the process. Valueless wastes are those which may be

recovered but have no value. These irrecoverable and val uel ess

wastes do not reduce the drawback claimprovided the claimis
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based on the quantity of inported material used in manufacturing.
If the claimis based upon the quantity of inported nmerchandi se
appearing in the exported article, irrecoverabl e and val uel ess
waste will cause a reduction in the anount of drawback.)

(Vval uabl e wastes are those recovered wastes which have a val ue
either for sale or for use in a different manufacturing process.
However, it should be noted that this standard applies to the
entire industry and is not a selection on your part. An option
by you not to choose to sell or use the waste in sone different
operation does not neke it val uel ess if another manufacturer can
use the waste. State what you do with the waste. |If you have to
pay soneone to get rid of it, or if you have buyers for the
waste, you must state so in your application regardl ess of what
"Basi s" you are using.)

(I'f you recover valuable waste and if you choose to claimon the
basis of the quantity of inported or substituted nerchandi se used
in producing the exported articles (less valuable waste), state
that you wll keep records to establish the quantity and val ue of
the waste recovered. See "Basis of Caimfor Drawback” section
bel ow. )

STOCK IN PROCESS

(Some processes result in another type of residual material,
namel y, stock in process, which affects the all owance of

drawback. Stock in process necessarily reduces the quantity of
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inported material used in manufacture in a current |ot or period,
in that the anount manufactured in any given batch does not
i nclude the recycled nerchandi se going into the next batch.
Therefore the amount of inported nmerchandi se used i n nmanufacture
of exported articles is decreased.)

(I'f stock in process occurs, the application nust include a
statenment that nmerchandise is considered to be used in
manufacture at the tinme it was originally processed so that the
stock in process will not be included twice in the conputation of
t he nerchandi se used to manufacture the finished articles on

whi ch drawback is clainmed.)

TRADEOFF

(I'f an applicant proposes to use tradeoff (19 CFR 191.11), the
applicant should so state and the applicant should describe the
contractual arrangenent between the applicant and its partner for
tradeoff. The person claimng drawback under the tradeoff

provi sion has the burden of establishing conpliance with the | aw
and regulations. In this regard, the terns of a witten contract
are always easier to establish than those of an oral contract.)
LOSS OR GAIN (Separate and distinct from WASTE)

(Sonme manufacturing processes result in an intangible |oss or
gain of the net weight or neasurenent of the nerchandi se used.
This loss or gain is caused by atnospheric conditions, chem cal

reactions, or other factors. State the approxi mate usual
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percentage or quantity of such loss or gain. Note that
percentage values will be considered to be neasured "by weight”
unl ess otherw se specified. Loss or gain does not occur during
all manufacturing processes. |If loss or gain does not apply to
your manufacturing process, state "Not Applicable.")

PROCEDURES AND RECORDS MAINTAINED
W will maintain records to establish:

1. The identity and specifications of the
mer chandi se we desi gnat e;

2. The quantity of merchandi se of the sane kind
and quality as the designated nerchandi se®* we
used to produce the exported articles (3 If
clainms are to be made on an "appearing in"
basi s, the remai nder of this sentence should
read "appearing in the exported articles we
produce. ") ;

3. That, within 3 years after receiving it at
our factory, we used the designated
mer chandi se to produce articles. During the
sane 3-year period, we produced® the exported
articles. (* The date of production is the
date an article is conpleted.)

We realize that to obtain drawback the claimant nust establish

that the conpleted articles were exported within 5 years after
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the inportation of the inported nerchandi se.
Qur records establishing our conpliance with these requirenents
wll be available for audit by Custons during business hours. W
under stand t hat drawback is not payable w thout proof of
conpl i ance.
INVENTORY PROCEDURES
(Describe your inventory records and state how those records w |
nmeet the drawback recordkeeping requirenents set forth in 19
U S. C 1313(b) and part 191 of the Custons Regul ations as
di scussed under the headi ng PROCEDURES AND RECORDS MAI NTAI NED.
To insure conpliance the follow ng areas should be included in
your di scussion:)

RECElI PT AND STORAGE OF DESI GNATED MERCHANDI SE

RECORDS OF USE OF DESI GNATED MERCHANDI SE

BI LLS OF MATERI ALS

MANUFACTURI NG RECORDS

WASTE RECORDS

RECORDS OF USE OF DUTY-PAI D, DUTY- FREE OR DQOVESTI C
MERCHANDI SE OF THE REQUI RED “SAME KI ND AND QUALI TY” WTHI N 3

YEARS AFTER THE RECEI PT OF THE DESI GNATED MERCHANDI SE

FI NI SHED STOCK STORAGE RECORDS

SHI PPI NG RECORDS
(Proof of time frames may be specific or inclusive, e.g. within

120 days, but specific proof is preferable. Separate storage and
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identification of each article or |ot of nmerchandise usually wll
permt specific proof of exact dates. Proof of inclusive dates
of use, production or export may be acceptable, but in such cases
it is well to describe very specifically the data you intend to
use to establish each | egal requirenment, thereby avoiding
m sunder st andi ngs at the tinme of audit.)

(I'f you do not describe the inventory records that you will use,
a statenent that the legal requirenents will be net by your
inventory procedures is acceptable. However, it should be noted
that without a detail ed description of the inventory procedures
set forth in the application a judgenent as to the adequacy of
such a statenent cannot be made until a drawback claimis
verified. Approval of this application for a specific
manuf act uri ng drawback ruling nmerely constitutes approval of the
ruling application as submtted; it does not constitute approval
of the applicant's record keeping procedures if, for exanple,

t hose procedures are nerely described as neeting the |egal

requi renents, wthout specifically stating how the requirenents
will be met. Failure to describe how the specific records wll
show recei pt, use and export may be a ground to deny use of the
accel erated paynent procedure until conpletion of a satisfactory
audit. Drawback is not payable w thout proof of conpliance.)
BASIS OF CLAIM FOR DRAWBACK

(There are three different bases that may be used to claim
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drawback: (1) Used in; (2) Appearing In; and (3) Used | ess
Val uabl e Waste.)
(The "Used In" basis may be enployed only if there is either no
wast e or val uel ess or unrecovered waste in the operation.
I rrecoverabl e or val uel ess waste does not reduce the anmount of
drawback when clains are based on the "Used In" basis. Drawback
is payable in the anount of 99 percent of the duty paid on the
quantity of inported material designated as the basis for the
al | onance of drawback on the exported articles. The designated
quantity may not exceed the quantity of material actually used in
t he manufacture of the exported articles.)

(For exanple, if 100 pounds of nmaterial, valued at

$1. 00 per pound, were used in manufacture resulting in

10 pounds of irrecoverable or val uel ess waste, the 10

pounds of irrecoverable or val uel ess waste woul d not

reduce the drawback. |In this case drawback woul d be

payabl e on 99% of the duty paid on the 100 pounds of

designated material used to produce the exported

articles.)
(The "Appearing In" basis may be used regardl ess of whether there
is waste. If the "Appearing in" basis is used, the claimnt does
not need to keep records of waste and its value. However, the
manuf act urer nmust establish the identity and quantity of the
mer chandi se appearing in the exported product and provide this

informati on. Waste reduces the ambunt of drawback when cl ai ns
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are nmade on the "Appearing In" basis. Drawback is payable on 99
percent of the duty paid on the quantity of material designated,
whi ch may not exceed the quantity of eligible material that
appears in the exported articles. "Appearing In" may not be used
i f by-products are involved unless the applicant agrees to val ue
all products identically.)

(Based on the previous exanple, drawback woul d be

payabl e on the 90 pounds of nerchandi se which actually

went into the exported product (appearing in) rather

than the 100 pounds used in as set forth previously.)
(The "Used Less Val uabl e Waste" basis may be enpl oyed when the
manuf act urer recovers val uabl e waste, and keeps records of the
gquantity and val ue of waste from each |ot of nerchandi se. The
val ue of the waste reduces the anount of drawback when clains are
based on the "Used Less Val uabl e Waste" basis. When val uabl e
waste is incurred, the drawback all owance on the exported article
may be based on the duty paid on the quantity of nerchandi se used
in the manufacture, reduced by the quantity of such nerchandi se
whi ch the value of the waste will replace. Thus in this case,
drawback is clainmed on the quantity of eligible material actually
used to produce the exported product, |ess the amount of such
material which the value of the waste would replace. Note
section 191.25(c) of the Custons Regul ations.)

(Based on the previous exanples, if the 10 pounds of

waste had a val ue of $.50 per pound, then the 10 pounds



of waste, having a total value of $5.00, would be

equi valent in value to 5 pounds of the designated
material. Thus the value of the waste would replace 5
pounds of the nerchandi se used, and drawback is payable
on 99 percent of the duty paid on the 95 pounds of
inported material designated as the basis for the

al l omance of drawback on the exported article rather
than on the 100 pounds "Used In" or the 90 pounds

"Appearing In" as set forth in the above exanpl es.)
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(Two net hods exist for the manufacturer to show the quantity of

mat eri al used or appearing in the exported article: (1) Schedul e

or

(2) Abstract.)

(A "schedul e" shows the quantity of material used in
produci ng each unit of product. The schedule nethod is
usual Iy enpl oyed when a standard |ine of nmerchandise is
bei ng produced according to fixed formulas. Sone
schedul es will show the quantity of nmerchandi se used to
manuf acture or produce each article and others wll
show the quantity appearing in each finished article.
Schedul es nmay be prepared to show the quantity of

mer chandi se either on the basis of percentages or by
actual weights and neasurenents. A schedul e determ nes
the anount that wll be needed to produce a unit of
product before the material is actually used in

producti on;)
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(An "abstract" is the summary of the records (which may

be set forth on Custonms Form 331) which shows the total

quantity used in producing all products during the

period covered by the abstract. The abstract | ooks at

a duration of time, for instance 3 nonths, in which the

quantity of material has been used. An abstract | ooks

back on how rmuch material was actually used after a

production period has been conpleted.)
(An applicant who fails to indicate the "schedul e" choice nust
base his clainms on the "abstract" nmethod. State which Basis and
Met hod you will use. An exanple of Used In by Schedule follows:)

We shall clai mdrawback on the quantity of (specify

mat erial) used in manufacturing (exported article)

according to the schedule set forth bel ow
(Section 191.8(f) of the Custons Regul ati ons requires subm ssion
of the schedule with the application for a specific manufacturing
drawback ruling. An applicant who desires to file suppl enental
schedul es with the drawback office whenever there is a change in
the quantity or material used should state:)

We request permssion to file supplenental schedul es

with the drawback office covering changes in the

quantities of material used to produce the exported

articles, or different styles or capacities of

contai ners of such exported nerchandi se.

(Except as noted above in the explanation of the "Appearing In"
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basis, neither the "Appearing In" basis nor the "schedul e" nethod
for claimng drawback may be used where the rel ative val ue
procedure is required.)

PROCEDURES UNDER SECTION 1313(a)

IMPORTED MERCHANDISE OR DRAWBACK PRODUCTS USED UNDER 1313(a)
(List the inported nmerchandi se or drawback products)
EXPORTED ARTICLES ON WHICH DRAWBACK WILL BE CLAIMED
(Nanme each article to be exported. Wen the identity of the
product is not clearly evident by its nane state what the product
IS, e.dg., a herbicide. There nust be a match between each
article described under the PROCESS OF MANUFACTURE AND PRODUCTI ON
section below and each article listed here.)
(I'f the nmerchandi se used under 8 1313(a) is not al so used under
8§ 1313(b), the sections entitled PROCESS OF MANUFACTURE OR
PRODUCTI ON, BY- PRODUCTS, LOSS OR GAIN, and STOCK | N PROCESS
shoul d be included here to cover nerchandi se used under
8§ 1313(a). However, if the nmerchandi se used under 8§ 1313(a) is
al so used under 8§ 1313(b) these sections need not be repeated
unl ess they differ in some way fromthe § 1313(b) descriptions.)
PROCEDURES AND RECORDS MAINTAINED
W will maintain records to establish:

1. That the exported articles on which drawback

is clainmed were produced with the use of the

i nported nerchandi se, and
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2. The quantity of inported nerchandi se® we used

in producing the exported articles (° If

clainms are to be made on an "appearing In"

basi s, the remai nder of the sentence should

read "appearing in the exported articles we

produce. ").
We realize that to obtain drawback the cl ai mant nust establish
that the conpleted articles were exported within 5 years after
inportation of the inported nmerchandi se.
INVENTORY PROCEDURES
(This section nust be conpleted separately fromthat set forth
under the 8 1313(b) portion of your application. The |egal
requi renents under 8 1313(a) differ fromthose under § 1313(b).)
(Describe your inventory procedures and state how you w ||
identify the inported nmerchandise fromthe tine it is received at
your factory until it is incorporated in the articles to be
exported. Also describe how you will identify the finished
articles fromthe time of manufacture until shipnent.)
BASIS OF CLAIM FOR DRAWBACK
(See section with this title for procedures under § 1313(Db).
Ei t her repeat the sane basis of claimor use a different basis of
claim as described above, specifically for drawback clai ned
under 8§ 1313(a).)

AGREEMENTS
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The Applicant specifically agrees that it wll:

1

Qperate in full conformance with the terns of
this application for a specific manufacturing
drawback ruling when clai m ng drawback;

Open its factory and records for exam nation
at all reasonable hours by authorized
Government officers;

Keep its drawback rel ated records and
supporting data for at |least 3 years fromthe
date of paynent of any drawback claim

predi cated in whole or in part upon this
appl i cation;

Keep this application current by reporting
pronptly to the drawback office which
liquidates its clains any changes in the
nunber or locations of its offices or
factories, the corporate nanme, corporate
officers, or the corporate organi zation by
successi on or reincorporation;

Keep this application current by reporting
pronptly to the Headquarters, U S. Custons
Service all other changes affecting
information contained in this application;
Keep a copy of this application and the

| etter of approval by Custons Headquarters on
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file for ready reference by enpl oyees and

require all officials and enpl oyees concerned

to famliarize thenselves with the provisions

of this application and that letter of

approval ; and

7. | ssue instructions to insure proper

conpliance wwth title 19, United States Code,

section 1313(a) & (b), part 191 of the

Custons Regul ations and this application and

| etter of approval.
DECLARATION OF OFFICIAL
| declare that | have read this application for a specific
manuf act uri ng drawback ruling; that | know the avernents and
agreenents contained herein are true and correct; and that ny

signature on this day of

19 , makes this application

bi ndi ng on

(Name of Applicant Corporation,
Partnershi p, or Sole Proprietorship)

BY®

(Signature and Title)
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(Print Nane)

(® Section 191.6(a) of the Custons Regul ati ons requires that
applications for specific manufacturing drawback rulings be
signed by the owner of a sole proprietorship, a partner in a
partnership, or the president, vice president, secretary,
treasurer or other individual legally authorized to bind the
corporation. In addition, any enpl oyee of a business entity with
a custons power of attorney filed with the Custons port for the
drawback office which will |iquidate your drawback clains may
sign such an application, as may a |licensed Custons broker with a
Cust onms power of attorney. You should state in which Custons
port your Custons power(s) of attorney is/are filed.)

FORMAT FOR 1313(b) APPLICATION

COMPANY LETTERHEAD (Opti onal)

U S. Custons Service
Entry and Carrier Rulings Branch
1301 Constitution Avenue, N W
Washi ngton, D.C. 20229
Dear Sir:
W, (Applicant's Nane), a (State, e.g. Delaware) corporation (or
ot her described entity) submt this application for a specific
manuf act uri ng drawback ruling that our manufacturing operations

qualify for drawback under title 19, United States Code, section
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1313(b), and part 191 of the Custons Regul ations. W request
that the Custons Service authorize drawback on the basis of this
appl i cation.
NAME AND ADDRESS AND IRS NUMBER OF APPLICANT
(Section 191.8(a) of the Custons Regul ations provides that each
manuf act urer or producer of articles intended for exportation
with the benefit of drawback shall apply for a specific
manuf act uri ng drawback ruling, unless operating under a general
manuf act uri ng drawback ruling under 8 191.7 of the Custons
Regul ations. Customs will not approve an application which shows
an uni ncor porated division or conpany as the applicant (see
§ 191.8(a)).)
LOCATION OF FACTORY
(G ve the address of the factory(ies) where the process of
manuf acture or production wll take place. If the factory is a
different legal entity fromthe applicant, so state and indicate
i f operating under an Agent's general manufacturing drawback
ruling.)
CORPORATE OFFICERS
(List officers and other persons legally authorized to bind the
corporation who wll sign drawback docunents. Section 191.6 of
the Custons Regul ations permts only the president, vice-
presi dent, secretary, treasurer, or any other individual legally

authorized to bind the corporation to sign for a corporation. In
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addition, a person within a business entity with a Custons power
of attorney for the conpany may sign. A Custons power of
attorney may al so be given to a licensed Custons broker. This
headi ng shoul d be changed to NAMES OF PARTNERS or PROPRIETOR in
the case of a partnership or sole proprietorship, respectively.)
CUSTOMS OFFICE WHERE DRAWBACK CLAIMS WILL BE FILED
(The 8 offices where drawback clains can be filed are | ocated at:

Bost on, MA;

New Yor k, NY;

Mam , FL;

New Ol eans, LA

Houst on, TX;

Long Beach, CA

Chi cago, IL;

San Franci sco, CA)
(An original application and two copies nust be filed. |If the
applicant intends to file drawback clains at nore than one
drawback office, two additional copies of the application nust be
furnished for each additional office indicated.)
GENERAL STATEMENT
(The foll ow ng questions nust be answered:

1. Who will be the inporter of the designated nerchandi se?

(I'f the applicant will not always be the inporter of the

desi gnat ed nerchandi se, does the applicant understand its
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obligations to obtain the appropriate certificates of delivery
(19 CFR 191.10), certificates of manufacture and delivery (19 CFR
191. 24), or both?)

2. WIl an agent be used to process the designated or the
substituted nerchandise into articles?
(I'f an agent is to be used, the applicant nust state it wll
conply with T.D.'s 55027(2), 55207(1), and that its agent wll
submt a letter of notification of intent to operate under the
general manufacturing drawback ruling for agents (see 8 191.7 and
Appendi x A), or an application for a specific manufacturing
drawback ruling (see 8 191.8 and this Appendi x B).)

3. WI1l the applicant be the exporter?
(I'f the applicant will not be the exporter in every case but wll
be the claimant, the manufacturer nust state that it will reserve
the right to claimdrawback with the know edge and witten
consent of the exporter (19 CFR 191.82).)
(Since the permssion to grant use of the accel erated paynent
procedure rests with the Drawback office with which clainms wll
be filed, do not include any reference to that procedure in this
application.)

(PARALLEL COLUMNS - "SAME KIND AND QUALITY'™)

| MPORTED MERCHANDI SE OR DUTY- PAI D, DUTY- FREE OR DOMESTI C
DRAVWBACK PRODUCTS? TO BE MERCHANDI SE OF THE SAME Kl ND AND

DESI GNATED AS THE BASI S QUALI TY AS THAT DESI GNATED WHI CH
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FOR DRAVBACK ON THE WLL BE USED I N THE PRODUCTI ON OF
EXPORTED PRODUCTS THE EXPORTED PRODUCTS
(2 Drawback products are those produced in the United States in
accordance wth the drawback | aw and regul ati ons. Such products
have "dual status" under 8§ 1313(b). They may be designated as
the basis for drawback and al so nay be deened to be donestic

mer chandi se.)

1. 1.
2. 2.
3. 3.

(Followng the itens listed in the parallel colums, a statenent
will be made, by the applicant, that affirns the "same kind and
quality" of the merchandise. This statenment should be included
in the application exactly as it is stated bel ow)

The inported nmerchandi se which we will designate on our
clains will be so simlar in quality to the nerchandi se used in
produci ng the exported articles on which we claimdrawback that
t he merchandi se used would, if inported, be subject to the sane
rate of duty as the inported designated nerchandi se.

Fluctuations in the market value resulting fromfactors
other than quality will not affect the drawback.

(I'n order to successfully claimdrawback it is necessary to prove
that the duty-paid, duty-free or donestic nmerchandi se which is to
be substituted for the inported nerchandise is the "sanme kind and

quality". "Sane kind and quality" does not necessarily nmean that
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the nerchandise is identical. It does nean that the nerchandi se
is of the sane nature or character ("sanme kind") and that the
mer chandi se to be substituted is interchangeable with the
i nported nerchandise with little or no change in the
manuf acturi ng process to produce the sane exported article ("sane
quality"). In order to enable Custons to rule on "sane kind and
quality", the application nust include a detail ed description of
t he designated inported nmerchandi se and of the substituted duty-
paid, duty-free or donestic nmerchandi se to be used to produce the
exported articles.)

(I't is essential that all the characteristics which determ ne
the quality of the nerchandise are provided in the application in
order to substantiate that the nmerchandi se neets the "sane kind
and quality" statutory requirenent. These characteristics should
clearly distinguish nerchandise of different qualities. For
exanpl e, USDA standards; FDA standards; industry standards, e.qg.,
ASTM concentration; specific gravity; purity; luster; nelting
point, boiling point; odor; color; grade; type; hardness;
brittleness; etc. Note that these are only a few exanpl es of
characteristics and that each kind of nerchandise has its own set
of specifications that characterizes its quality. |If
specifications are given with a m ninum val ue, be sure to include
a maxi mum val ue. The converse is also true. Oten
characteristics are given to Custons on attached specification

sheets. These specifications should not include Material Safety
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Dat a sheets or other descriptions of the nmerchandi se that do not
contribute to the "sanme kind and quality" determ nation. Wen
the merchandise is a chemcal, state the chem cal's generic nane
as well as its trade nane plus any generally recogni zed
identifying nunber, e.g. CAS nunber; Color Index Nunber, etc.)
(I'n order to expedite the specific manufacturing drawback ruling
review process, it wll be helpful if you provide copies of
techni cal standards/specifications (particularly industry
standards such as ASTM standards) referred to in your
application.)
(The descriptions of the "sanme kind and quality" nerchandi se
should be formatted in the parallel colums. The |eft-hand
colum wi Il consist of the name and specifications of the
desi gnat ed i nported nerchandi se under the heading set forth
above. The right-hand colum will consist of the nanme and
specifications for the duty-paid, duty-free or donestic
mer chandi se under the heading set forth above.)
EXPORTED ARTICLES ON WHICH DRAWBACK WILL BE CLAIMED
(Name each article to be exported. Wen the identity of the
product is not clearly evident by its nane state what the product
IS, e.dg., a herbicide. There nust be a match between each
article described under the PROCESS OF MANUFACTURE AND PRODUCTI ON
section bel ow and each article listed here.)

PROCESS OF MANUFACTURE OR PRODUCTION
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(Drawback under 8 1313(b) is not allowable except where a
manuf acture or production exists. A manufacture or production
exi sts when a "new and different article enmerges having a
di stinctive nane, character, or use", or when an article is nmade
fit for a particular use (see 19 CFR 191.2(p); see al so Anheuser-

Busch Brewing Assoc. v. United States, 207 U S. 556 (1907);

United States v. International Paint Co., 35 CCPA 87 (1948), et

al.). In order to obtain drawback under § 1313(b), it is
essential for the applicant to show use in manufacture or
production by giving a thorough description of the manufacturing
process. This description should include the name and exact
condition of the nmerchandise listed in the Parallel Colums, a
conpl ete explanation of the processes to which it is subjected in
this country, the effect of such processes, the nane and exact
description of the finished article, and the use for which the
finished article is intended. Wen applicable, give equations of
the chem cal reactions. The attachnment of a flow chart in
addition to the description show ng the manufacturing process is
an excellent nmeans of illustrating whether or not a "new and
different article" has been fornmed. Flow charts can clearly
illustrate if and at what point during the manufacturing process
by- products and wastes are generated.)

(This section should contain a description of the process by

whi ch each item of nmerchandise listed in the parallel colums

above is used to nake or produce every article that is to be
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exported.)
BY-PRODUCTS
1. Relative Val ues
(Sonme processes result in the separation of the nmerchandi se used
in the sane operation into two or nore products. List all of the
products. State that you will record the market value of each
product or by-product at the tine it is first separated in the
manuf acturing process. |If this section is not applicable to you,
then state so.)
(Drawback | aw mandates the assignnent of relative values when two
or nore products necessarily are produced concurrently in the
sanme operation. For instance, the refining of flaxseed
necessarily produces linseed oil and |linseed husks (animal feed),
and drawback nust be distributed to each product in accordance
wth its relative value. However, the voluntary election of a
steel fabricator, for instance, to use part of a lot of inported
steel to produce autonobile doors and part of the lot to produce
aut onobi |l e fenders does not call for relative val ue
di stribution.)
(The rel ative value of a product is its value divided by the
total value of all products, whether or not exported. For
exanpl e, 100 gal |l ons of drawback nerchandi se are used to produce
100 gal l ons of products, including 60 gallons of product A 20

gal l ons of product B, and 20 gallons of product C. At the tine
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of separation, the unit values of products A B, and C are $5,
$10, and $50 respectively. The relative value of product Ais
$300 divided by $1500 or 1/5. The relative value of Bis 2/15
and of product Cis 2/3, calculated in the sanme manner. This
means that 1/5 of the drawback product paynments wll be
distributed to product A, 2/15 to product B, and 2/3 to product
C.)

(Drawback is all owabl e on exports of by-products, but is not

al l omabl e on exports of valuable waste. |In making this

di stinction between by-product or valuable waste, the applicant
shoul d address the follow ng significant elenents: (1) the
nature of the material of which the residue is conposed; (2) the
val ue of the residue as conpared to the value of the principa
manuf act ured product and the raw material; (3) the use to which
it is put; (4) its status under the tariff laws, if inported; (5)
whether it is a coimodity recognized in comerce; (6) whether it
must be subjected to sonme process to nake it sal eable.)

2. Producibility

(Sonme processes result in the separation of fixed proportions of
each product, while other processes afford the opportunity to

i ncrease or decrease the proportion of each product. An exanple
of the latter is petroleumrefining, where the refiner has the
option to increase or decrease the production of one or nore
products relative to the others. State under this heading

whet her you can or cannot vary the proportionate quantity of each
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pr oduct .)
(The BY-PRODUCT section consists of two sub-sections: Relative
Val ues and Producibility. |If no by-products result from your
operation state "Not Applicable" for the entire section. |If by-
products do result fromyour operation Relative Values wll
al ways apply. However, Producibility may or may not apply. |If
Produci bility does not apply to your by-product operation state
"Not Applicable” for this sub-section.)
WASTE
(Many processes result in residue materials which, for drawback
pur poses, are treated as wastes. Describe any residue naterials
whi ch you believe should be so treated. If no waste results,
include a positive statenment to that effect under this heading.)
(If waste occurs, state: (1) whether or not it is recovered, (2)
whet her or not it is valueless, and (3) what you do with it.
This information is required whether clains are made on a "used
in" or "appearing in" basis and regardl ess of the anount of waste
i ncurred.)
(I'rrecoverabl e wastes are those consisting of materials which are
lost in the process. Valueless wastes are those which may be
recovered but have no value. These irrecoverable and val uel ess
wastes do not reduce the drawback claimprovided the claimis

based on the quantity of inported material used in manufacturing.

If the claimis based upon the quantity of inported nmerchandi se
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appearing in the exported article, irrecoverabl e and val uel ess
waste will cause a reduction in the anount of drawback.)

(Vval uabl e wastes are those recovered wastes which have a val ue
either for sale or for use in a different manufacturing process.
However, it should be noted that this standard applies to the
entire industry and is not a selection on your part. An option
by you not to choose to sell or use the waste in sone different
operation does not neke it val uel ess if another manufacturer can
use the waste. State what you do with the waste. If you have to
pay soneone to get rid of it, or if you have buyers for the
waste, you must state so in your application regardl ess of what
"Basi s" you are using.)

(I'f you recover valuable waste and if you choose to claimon the
basis of the quantity of inported or substituted nerchandi se used
in producing the exported articles | ess valuable waste, state
that you wll keep records to establish the quantity and val ue of
the waste recovered. See "Basis of Caimfor Drawback” section
bel ow. )

STOCK IN PROCESS

(Some processes result in another type of residual material,
namel y, stock in process, which affects the all owance of
drawback. Stock in process necessarily reduces the quantity of
inported material used in manufacture in a current |ot or period,

in that the anount manufactured in any given batch does not
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i nclude the recycl ed nmerchandi se going into the next batch.
Therefore the amount of inported nmerchandi se used i n nmanufacture
of exported articles is decreased.)
(I'f stock in process occurs, the application nust include a
statenent that nerchandise is considered to be used in
manufacture at the tinme it was originally processed so that the
stock in process will not be included twice in the conputation of
t he nerchandi se used to manufacture the finished articles on
whi ch drawback is clainmed.)
TRADEOFF
(If an applicant proposes to use tradeoff (19 CFR 191.11), the
applicant should so state and the applicant should describe the
contractual arrangenent between the applicant and its partner for
tradeoff. The person claimng drawback under the tradeoff
provi sions has the burden of establishing conpliance with the | aw
and regulations. In this regard, the terns of a witten contract
are always easier to establish than those of an oral contract.)
LOSS OR GAIN (Separate and distinct from WASTE)
(Some manufacturing processes result in an intangible | oss or
gain of the net weight or neasurenent of the nerchandi se used.
This loss or gain is caused by atnospheric conditions, chem cal
reactions, or other factors. State the approxi mate usual
percentage or quantity of such loss or gain. Note that

percentage values will be considered to be neasured "by weight”
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unl ess otherw se specified. Loss or gain does not occur during
all manufacturing processes. |If loss or gain does not apply to
your manufacturing process, state "Not Applicable.")

PROCEDURES AND RECORDS MAINTAINED
W will maintain records to establish:
1. The identity and specifications of the
mer chandi se we desi gnat e;
2. The quantity of merchandi se of the sane kind
and quality as the designated merchandi se® we
used to produce the exported articles (3 If
clainms are to be made on an "appearing in"
basi s, the remai nder of this sentence should
read "appearing in the exported articles we
produce. ") ;
3. That, within 3 years after receiving it at
our factory, we used the designated
mer chandi se to produce articles. During the
sane 3-year period, we produced® the exported
articles. (*The date of production is the
date an article is conpleted.)
We realize that to obtain drawback the claimant nust establish
that the conpleted articles were exported within 5 years after
the inportation of the inported nerchandi se.

Qur records establishing our conpliance with these requirenents
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wll be available for audit by Custons during business hours. W
under stand that drawback is not payable w thout proof of
conpl i ance.
INVENTORY PROCEDURES
(Describe your inventory records and state how those records w |
nmeet the drawback recordkeeping requirenents set forth in 19
U S. C 1313(b) and part 191 of the Custons Regul ations as
di scussed under the headi ng PROCEDURES AND RECORDS MAI NTAI NED.
To insure conpliance the follow ng areas should be included in
your discussion:)

RECElI PT AND STORAGE OF DESI GNATED MERCHANDI SE

RECORDS OF USE OF DESI GNATED MERCHANDI SE

BI LLS OF MATERI ALS

MANUFACTURI NG RECORDS

WASTE RECORDS

RECORDS OF USE OF DUTY-PAI D, DUTY- FREE OR DOVESTI C

MERCHANDI SE OF THE REQUI RED “ SAME KI ND AND QUALI TY”

WTH N 3 YEARS AFTER THE RECEI PT OF THE DESI GNATED

MERCHANDI SE

FI NI SHED STOCK STORAGE RECORDS

SHI PPI NG RECORDS
(Proof of tinme franes may be specific or inclusive, e.g. within
120 days, but specific proof is preferable. Separate storage and

identification of each article or lot of nmerchandise usually wll
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permt specific proof of exact dates. Proof of inclusive dates
of use, production or export may be acceptable, but in such cases
it is well to describe very specifically the data you intend to
use to establish each | egal requirenent, thereby avoi di ng
m sunder st andi ngs at the tinme of audit.)

(I'f you do not describe the inventory records that you will use,
a statement that the legal requirenents will be nmet by your
inventory procedures is acceptable. However, it should be noted
that without a detail ed description of the inventory procedures
set forth in the application a judgenent as to the adequacy of
such a statenent cannot be made until a drawback claimis
verified. Approval of this application for a specific

manuf acturing drawback ruling nmerely constitutes approval of the
ruling application as submtted; it does not constitute approval
of the applicant's record keeping procedures if, for exanple,

t hose procedures are nerely described as neeting the |egal

requi renents, wthout specifically stating how the requirenents
will be met. Failure to describe how the specific records wll
show recei pt, use and export may be a ground to deny use of the
accel erated paynent procedure until conpletion of a satisfactory
audit. Drawback is not payable w thout proof of conpliance.)
BASIS OF CLAIM FOR DRAWBACK

(There are three different bases that may be used to claim

drawback: (1) Used in; (2) Appearing In; and (3) Used | ess
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Val uabl e Waste.)
(The "Used In" basis may be enployed only if there is either no
wast e or val uel ess or unrecovered waste in the operation.
| rrecoverabl e or val uel ess waste does not reduce the anmount of
drawback when clains are based on the "Used In" basis. Drawback
is payable in the anount of 99 percent of the duty paid on the
quantity of inported material designated as the basis for the
al | onance of drawback on the exported articles. The designated
quantity may not exceed the quantity of material actually used in
t he manufacture of the exported articles.)

(For exanple, if 100 pounds of nmaterial, valued at

$1. 00 per pound, were used in manufacture resulting in

10 pounds of irrecoverable or val uel ess waste, the 10

pounds of irrecoverable or val uel ess waste woul d not

reduce the drawback. In this case drawback woul d be

payabl e on 99% of the duty paid on the 100 pounds of

designated material used to produce the exported

articles.)
(The "Appearing In" basis may be used regardl ess of whether there
is waste. If the "Appearing In" basis is used, the claimnt does
not need to keep records of waste and its value. However, the
manuf act urer nmust establish the identity and quantity of the
mer chandi se appearing in the exported product and provide this
information. Waste reduces the anount of drawback when cl ai ns

are nmade on the "Appearing In" basis. Drawback is payable on 99
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percent of the duty paid on the quantity of material designated,
whi ch may not exceed the quantity of eligible material that
appears in the exported articles. "Appearing In" may not be used
i f by-products are involved unless the applicant agrees to val ue
all products identically.)

(Based on the previous exanple, drawback woul d be

payabl e on the 90 pounds of nerchandi se which actually

went into the exported product (appearing in) rather

than the 100 pounds used in as set forth previously.)
(The "Used Less Val uabl e Waste" basis may be enpl oyed when the
manuf act urer recovers val uabl e waste, and keeps records of the
gquantity and val ue of waste fromeach |ot of nmerchandi se. The
val ue of the waste reduces the anount of drawback when clains are
based on the "Used Less Val uabl e Waste" basis. When val uabl e
waste is incurred, the drawback all owance on the exported article
may be based on the duty paid on the quantity of nerchandi se used
in the manufacture, reduced by the quantity of such nerchandi se
whi ch the value of the waste will replace. Thus in this case,
drawback is clainmed on the quantity of eligible material actually
used to produce the exported product, |ess the amount of such
material which the value of the waste would replace. Note
section 191.25(c) of the Custons Regul ations.)

(Based on the previous exanples, if the 10 pounds of

waste had a val ue of $.50 per pound, then the 10 pounds

of waste, having a total value of $5.00, would be
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equi valent in value to 5 pounds of the designated
material. Thus the value of the waste would replace 5
pounds of the nerchandi se used, and drawback is payable
on 99 percent of the duty paid on the 95 pounds of
inported material designated as the basis for the
al l omance of drawback on the exported article rather
than on the 100 pounds "Used In" or the 90 pounds
"Appearing In" as set forth in the above exanpl es.)

(Two net hods exist for the manufacturer to show the quantity of
mat eri al used or appearing in the exported article: (1) Schedul e
or (2) Abstract.)
(A "schedul e" shows the quantity of material used in
produci ng each unit of product. The schedule nmethod is
usual |y enpl oyed when a standard |Iine of nmerchandise is
bei ng produced according to fixed fornulas. Sone
schedul es will show the quantity of merchandi se used to
manuf acture or produce each article and others wll
show the quantity appearing in each finished article.
Schedul es nmay be prepared to show the quantity of
mer chandi se either on the basis of percentages or by
actual weights and neasurenents. A schedul e determ nes
the anount that wll be needed to produce a unit of
product before the material is actually used in
producti on;)

(An "abstract” is the summary of the records (which may
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be set forth on Custonms Form 331) which shows the total
quantity used in producing all products during the
period covered by the abstract. The abstract | ooks at
a duration of time, for instance 3 nonths, in which the
quantity of material has been used. An abstract | ooks
back on how rmuch material was actually used after a
production period has been conpleted.)
(An applicant who fails to indicate the "schedul e" choice nust
base his clainms on the "abstract" nmethod. State which Basis and
Met hod you will use. An exanple of Used In by Schedule would
read:)

We shall clai mdrawback on the quantity of (specify

mat erial) used in manufacturing (exported article)

according to the schedule set forth bel ow
(Section 191.8(f) of the Custons Regul ati ons requires subm ssion
of the schedule with the application for a specific manufacturing
drawback ruling. An applicant who desires to file suppl enental
schedul es with the drawback office whenever there is a change in
the quantity or material used should state:)

We request permssion to file supplenental schedul es

with the drawback office covering changes in the

quantities of material used to produce the exported

articles, or different styles or capacities of

contai ners of such exported nerchandi se.

(Except as noted above in the explanation of the "Appearing In"
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basis, neither the "Appearing In" basis nor the "schedul e" nethod
for claimng drawback may be used where the rel ative val ue
procedure is required.)

AGREEMENTS
The Applicant specifically agrees that it wll:

1. Qperate in full conformance with the terns of
this application for a specific manufacturing
drawback ruling when clai mng drawback;

2. Open its factory and records for exam nation
at all reasonable hours by authorized
Government officers;

3. Keep its drawback rel ated records and
supporting data for at |least 3 years fromthe
date of paynent of any drawback claim
predi cated in whole or in part upon this
appl ication;

4. Keep this application current by reporting
pronptly to the drawback office which
liquidates its clainms any changes in the
nunber or locations of its offices or
factories, the corporate nanme, corporate
officers, or the corporate organi zati on by
succession or reincorporation;

5. Keep this application current by reporting



pronptly to the Headquarters, U S. Custons
Service all other changes affecting
information contained in this application;
Keep a copy of this application and the

| etter of approval by Custons Headquarters on
file for ready reference by enpl oyees and
require all officials and enpl oyees concerned
to famliarize thenselves with the provisions
of this application and that letter of
approval ; and

| ssue instructions to insure proper
conpliance with title 19, United States Code,
section 1313(b), part 191 of the Custons
Regul ations and this application and letter

of approval.

DECLARATION OF OFFICIAL

| decl are
manuf act ur
agreenents

si gnature

that | have read this application for a specific
i ng drawback ruling; that I know the avernents and
contai ned herein are true and correct; and that ny

on this day of

19 , makes this application

bi ndi ng on

321
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(Name of Applicant Corporation,
Partnership, or Sole Proprietorship)

BY °

(Signature and Title)

(Print Nane)

(° Section 191.6(a) of the Custons Regul ati ons requires that
applications for specific manufacturing drawback rulings be
signed by the owner of a sole proprietorship, a partner in a
partnership, or the president, vice president, secretary,
treasurer or other individual legally authorized to bind the
corporation. In addition, any enployee of a business entity with
a custons power of attorney filed with the Custons port for the
drawback office which will |iquidate your drawback clainms may
sign such an application, as may a |licensed Custons broker with a
Cust onms power of attorney. You should state in which Custons
port Custons power(s) of attorney is/are filed.)

FORMAT FOR 1313(b) PETROLEUM DRAWBACK APPLICATION

COMPANY LETTERHEAD (Opti onal)

U S. Custons Service
Entry and Carrier Rulings Branch

1301 Constitution Avenue, N W
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Washi ngton, D.C. 20229
Dear Sir:
W, (Applicant's Nane), a (State, e.g. Delaware) corporation (or
ot her described entity) submt this application for a specific
manuf act uri ng drawback ruling that our manufacturing operations
qualify for drawback under title 19, United States Code, section
1313(b), and part 191 of the Custons Regul ations. W request
that the Custons Service authorize drawback on the basis of this
appl i cation.
NAME AND ADDRESS AND IRS NUMBER OF APPLICANT
(Section 191.8(a) of the Custons Regul ations provides that each
manuf act urer or producer of articles intended for exportation
with the benefit of drawback shall apply for a specific
manuf act uri ng drawback ruling, unless operating under a general
manuf act uri ng drawback ruling under 8 191.7 of the Custons
Regul ations. Customs will not approve an application which shows
an uni ncor porated division or conpany as the applicant (see
§ 191.8(a).)
LOCATION OF REFINERY
(G ve the address of the refinery(s) where the process of
manuf acture or production will take place. |If the refinery is a
different legal entity fromthe applicant, so state and indicate
i f operating under an Agent's general manufacturing drawback

ruling.)
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CORPORATE OFFICERS
(List officers and other persons legally authorized to bind the
corporation who wll sign drawback docunents. Section 191.6 of
the Custons Regul ations permts only the president, vice-
presi dent, secretary, treasurer, or any other individual legally
authorized to bind the corporation to sign for a corporation. In
addition, a person within a business entity with a Custons power
of attorney for the conpany may sign. A Custons power of
attorney may al so be given to a |licensed Custons broker. This
headi ng shoul d be changed to NAMES OF PARTNERS or PROPRIETOR in
the case of a partnership or sole proprietorship, respectively.)
CUSTOMS OFFICE WHERE DRAWBACK CLAIMS WILL BE FILED
(The 8 offices where drawback clains can be filed are | ocated at:

Bost on, MA;

New Yor k, NY;

Mam , FL;

New Ol eans, LA

Houst on, TX;

Long Beach, CA

Chi cago, IL;

San Franci sco, CA)
(An original application and two copies nust be filed. |If the
applicant intends to file drawback clains at nore than one

drawback office, two additional copies of the application nust be
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furni shed for each additional office indicated.)
GENERAL STATEMENT
(The foll ow ng questions nust be answered:

1. Who will be the inporter of the designated nerchandi se?
(I'f the applicant will not always be the inporter of the
desi gnat ed nerchandi se, does the applicant understand its
obligations to obtain the appropriate certificates of delivery
(19 CFR 191.10), certificates of manufacture and delivery (19 CFR
191. 24), or both?)

2. WIl an agent be used to process the designated or the

substituted nerchandise into articles?

(I'f an agent is to be used, the applicant nust state it wll
conply with T.D.'s 55027(2) and 55207(1), and that its agent wll
submt a letter of notification of intent to operate under the
general manufacturing drawback ruling for agents (see 8 191.7 and
Appendi x A), or an application for a specific manufacturing
drawback ruling (see 8 191.8 and this Appendi x B).)

3. WI1l the applicant be the exporter?
(I'f the applicant will not be the exporter in every case but wll
be the claimant, the manufacturer nust state that it will reserve
the right to claimdrawback with the know edge and witten
consent of the exporter (19 CFR 191.82).)
(Since the permssion to grant use of the accel erated paynent

procedure rests with the Drawback office with which clainms wll
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be filed, do not include any reference to that procedure in this

application.)

(PARALLEL COLUMNS - "SAME KIND AND QUALITY'™)

| MPORTED MERCHANDI SE OR
DRAVBACK PRODUCTS? TO BE
DESI GNATED AS THE BASI S
FOR DRAVBACK ON THE
EXPORTED PRODUCTS

DUTY- PAI D, DUTY- FREE OR DOMESTI C
MERCHANDI SE OF THE SAME KI ND AND
QUALI TY AS THAT DESI GNATED WHI CH
WLL BE USED I N THE PRODUCTI ON OF
THE EXPORTED PRODUCTS

(2Dr awback products are those produced in the United States in
accordance wth the drawback | aw and regul ati ons. Such products
have "dual status" under section 1313(b). They may be desi gnated
as the basis for drawback and al so may be deened to be donestic
mer chandi se.)

W will substitute crude petrol eum for crude petrol eum

and a petroleumderivative for the sanme petrol eum

derivative on a class-for-class basis only.

Cl ass Desi gnati ons:

Cl ass |l - APl Gavity 0 - 11.9
Class Il - APl Gavity 12.0 - 24.9
Class IIl - APl Gavity 25.0 - 44.9
Class IV - APl Gavity 45 - up

The inported nmerchandi se which we will designate on our
claims will be so simlar in quality to the merchandi se

used in producing the exported articles on which we



cl ai m drawback that the nerchandi se used would, if

i nported, be subject to the sanme rate of duty as the

i nported desi gnated nerchandi se.

EXPORTED ARTICLES PRODUCED FROM

1. Mbt or Gasol i ne

2. Aviation Gasoline

3. Special Napht has

4. Jet Fuel

5. Kerosene & Range QO ls
6. Distillate Ols

7. Residual Gls

8. Lubricating Qls
9. Paraffin Wax

10. Pet r ol eum Coke

11. Asphalt
12. Road QO
13. Still Gas

14. Liquified Petrol eum Gas
15. Petrochen ca
16. Petrochen ca
17. A

O her Petrochem ca

FRACTIONATION

Synt heti c Rubber
Pl asti cs & Resins

Pr oduct s

EXPORTED ARTICLES ON WHICH DRAWBACK WILL BE CLAIMED

(Nanme each article to be exported.

pr oduct

is not clearly evident by its nane,

Wen the identity of the

state what the

327
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product is, e.qg., a herbicide. There nust be a match between
each article described under the PROCESS OF MANUFACTURE AND
PRODUCTI ON section bel ow and each article listed here.)

PROCESS OF MANUFACTURE OR PRODUCTION
Heated crude oil is charged to an atnospheric distillation tower
where it is subjected to fractionation. The charge to the
distillation tower consists of a single crude oil, or of
comm ngl ed crudes which are fed to the tower sinultaneously or
after blending in a tank. During fractionation, conponents of
di fferent boiling ranges are separated.
BY-PRODUCTS
1. Relative Val ues

Fractionation results in 17 products. 1In order to insure
proper distribution of drawback to each of these products, we
agree to record the relative values at the tine of separation
The entire period covered by an abstract is to be treated as the
time of separation. The value per unit of each product shall be
t he average market value for the abstract period.
2. Producibility

We can vary the proportionate quantity of each product. W
understand that drawback is payable on exported products only to
the extent that these products could have been produced fromthe
desi gnat ed nerchandi se. Qur records wll show that all of the

products exported for which drawback will be cl ained under this
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speci fi ¢ manuf acturing drawback ruling could have been produced
concurrently on a practical operating basis fromthe designated
mer chandi se.

We agree to establish the anobunt to be designated by
reference to the Industry Standards of Potential Production
published in T.D. 66-16.3

(® A manufacturer who proposes to use standards other than
those in T.D. 66-16 nust state the proposed standards and provi de
sufficient information to the Custons Service in order for those
proposed standards to be verified in accordance with T.D. 84-49.)

There are no val uable wastes as a result of the
processing. Records will be kept in accordance with T.D. 84-49,
as anended by T.D. 95-61.

LOSS OR GAIN

Because we keep records on a volune basis rather than a wei ght
basis, it is anticipated that the material balance will show a
vol une gain. For the sane reason, it is possible that
occasionally the material balance will show a vol une | oss.
Fluctuations in type of crude used, together wth the type of
finished product desired nmake an estimte of an average vol une
gai n neani ngl ess. However, records wll be kept to show the
anount of loss or gain with respect to the production of export
pr oducts.

TRADEOFF
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(If an applicant proposes to use tradeoff (19 CFR 191.11), the
applicant should so state and the applicant should describe the
contractual arrangenent between the applicant and its partner for
tradeoff. The person cl aimng drawback under the tradeoff
provi sion has the burden of establishing conpliance with the | aw
and regulations. In this regard, the terns of a witten contract
are always easier to establish than those of an oral contract.)
PROCEDURES AND RECORDS MAINTAINED
W will maintain records to establish:

1. The identity and specifications of the merchandi se we
desi gnat e;

2. The quantity of nerchandi se of the sane kind and quality
as the designated nerchandi se we used to produce the exported
articles.

3. That, within 3 years after receiving it at our refinery,
we used the designated nmerchandi se to produce articles. During
the sanme 3-year period, we produced the exported articles.

4(a). W agree to use a 28 - 31 day period (nmonthly)
abstract period for each refinery covered by this
application for a specific manufacturing drawback ruling.

(b). W propose to use an abstract period __
(not to exceed 1 year) for each refinery covered by this
application for a specific manufacturing drawback ruling. W

certify that if we were to file abstracts covering each
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manuf acturing period of not |ess than 28 days and not nore
than 31 days (nmonthly) within the | onger period, in no such
mont hly abstract would the quantity of designated nerchandi se
exceed, for the sane class of designated nerchandi se, the
material introduced into the manufacturing process during that
monthly period. (Select (a) or (b))

5. On each abstract of production we agree to show the
val ue per barrel to five decimal places.

6. W agree to file clains in the format set forth in
exhibits A through F which are attached to this application for a
speci fic manufacturing drawback ruling.

We realize that to obtain drawback the cl ai mant nust establish
that the conpleted articles were exported within 5 years after
inportation of the inported nmerchandi se.

Qur records establishing our conpliance with these requirenents
wll be available for audit by Custons during business hours. W
under stand that drawback is not payable w thout proof of
conpl i ance.

RESIDUAL RIGHTS

It is understood that the refiner can reserve as the basis for
future paynent the right to drawback only on the nunber of
barrels of raw material conputed by subtracting fromLine E the
| arger of Lines A or B, of a given Exhibit E. It is further

understood that this right to future paynent can be clained only
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agai nst products concurrently producible with the products |isted
in Colum 21, in the quantities shown in Colum 22 of such
Exhibit E. Such residual right can be transferred to another
refinery of the sane refiner only when Line B of Exhibit Eis
| arger than Line A. Unless the nunber of residual barrels is
specifically conputed and rights thereto are expressly reserved
on Exhibit E, such residual rights shall be deened waived. The
procedure we shall follow in preparing drawback entries claimng
this residual right is illustrated in the attached sanpl e Exhibit
E-1. It is understood that clains involving residual rights
shall be filed only at the port where the Exhibit E reserving
such right was fil ed.

INVENTORY PROCEDURES

We realize that inventory control is of major inportance. |In
accordance wth our normal accounting procedures, each refinery
prepares a nonthly stock and yield report, which accounts for

i nventories, production and disposals fromtine of receipt to
time of disposition. This provides an audit trail of al
product s.

The above-noted records will provide the required audit trai
fromthe initial source docunents to our drawback clains and w |l
support adherence with the requirenents discussed under the
headi ng PROCEDURES AND RECORDS MAI NTAI NED.

BASIS OF CLAIM FOR DRAWBACK
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The anount of raw material on which drawback may be based shal
be conmputed by multiplying the quantity of each product exported
by the drawback factor for that product. The anmpbunt of any one
type and class of raw material which may be designated as the
basis for drawback on the exported products produced at a given
refinery and covered by a drawback entry shall not exceed the
quantity of such raw material used at the refinery during the
abstract period or periods fromwhich the exported products were
produced. The quantity of raw nmaterial to be designated as the
basis for drawback on exported products nust be at |east as great
as the quantity of raw material of the sane type and class which
woul d be required to produce the exported products in the
guantities export ed.
AGREEMENTS
The Applicant specifically agrees that it wll:
1. Qperate in full conformance with the terns of
this application for a specific manufacturing
drawback ruling when clai mng drawback;
2. Open its refinery and records for exam nation
at all reasonabl e hours by authorized
Governnment officers;
3. Keep its drawback rel ated records and
supporting data for at |least 3 years fromthe

date of paynent of any drawback claim



predi cated in whole or in part upon this
appl i cation;

Keep this application current by reporting
pronptly to the drawback office which
liquidates its clains any changes in the
nunber or locations of its offices or
factories, the corporate nanme, corporate
officers, or the corporate organi zati on by
succession or reincorporation;

Keep this application current by reporting
pronptly to the Headquarters, U S. Custons
Service all other changes affecting
information contained in this application;
Keep a copy of this application and the

| etter of approval by Custons Headquarters on
file for ready reference by enpl oyees and
require all officials and enpl oyees concerned
to famliarize thenselves with the provisions
of this application and that letter of
approval ; and

| ssue instructions to insure proper
conpliance with title 19, United States Code,
section 1313(b), part 191 of the Custons
Regul ations and this application and letter

of approval.

334
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DECLARATION OF OFFICIAL
| declare that | have read this application for a specific
manuf act uri ng drawback ruling; that | know the avernents and
agreenents contained herein are true and correct; and that ny

signature on this day of

19 , makes this application

bi ndi ng on

(Name of Applicant Corporation,
Partnership, or Sole Proprietorship)

BY*

(Signature and Title)

(Print Nane)
(* Section 191.6(a) of the Custons Regul ati ons requires that
applications for specific manufacturing drawback rulings be
signed by the owner of a sole proprietorship, a partner in a
partnership, or the president, vice president, secretary,
treasurer or other individual legally authorized to bind the
corporation. In addition, any enpl oyee of a business entity with
a Custons power of attorney filed with the Custons port for the
drawback office which will 1iquidate your drawback clains may
sign such an application, as may a |licensed Custons broker with a

Cust onms power of attorney. You should state in which Custons
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port Custons power(s) of attorney is/are filed.)

(Exhibits A - F of the Petrol eum Drawback Proposal Foll ow)



EXHIBIT A
ABSTRACT OF MANUFACTURI NG RECORDS
ABC O L CO INC - BEAUMONT, TEXAS REFI NERY
PERI OD FROM JANUARY 1, 1995 TO JANUARY 31, 1995

Material Used (in Bbls. at 60°

+3313331133303333133333133333133333133333313333133331333303333333333133331))3)13)))))))0

DERI VATI VES

* * CRUDES /313333333033)3)))0)))))))))1
* 733)331330331313))130>131)3)1))>0))>)))))1CRUDE TOPS*UNFI NI SHED NAPHTHA*
* TOTALS * CLASS | * CLASS Il* CLASS Il *CLASS IV*CLASS IV * CLASS |V
7313333111113)333111133)3313111333)33311333333313133333333133333313)3))))))0103)))))N1

1) Opening Inventory * * * * * * *
* 4,007, 438 * * * * * *
:)))))))))))323)))))))3))2))))))3)))2)))))))3))))23))3)))))%3)))3)))))))2))))))))))1

2) Material Introduced** 7,450,732 * - 0 - * 619,473 * 6,367,991 * -0- * 101,224 =* 362,044

* * * * * * *

7333133331113)13133313113)311333113)31133311333>133313133)3133331333333333333))0))))))1

3) dosing Inventory * 3,671,005 * * * * * *

* * * * * * *

/333133331113)3133313113)311333113)31133311333>133313133)3133331333333333333))0))))))1

4) Total Consunption * 7,787,165 * * * * * *

* * * * * *

-323333133332>3313133332333313333233331133313123313333332)33133333332)33133331)))))))))-

Line (1) - Stock in process at beginning of manufacturing period.

Line (2) - Raw material introduced into manufacturing process during the period. The anount,
type and cl ass, shown hereon, shall be the nmaxi mumthat nay be designated
under T.D. 84-49.

Line (3) - Stock in process at end of period.

Line (4) - Total Consunmed, namely, line 1 plus Iine 2 less line 3.
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* Al raw materials of a type and class not to be designated may be shown as a total.
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EXHIBIT B
ABSTHACT OF PRODUCTION
ABC OIL CO., INC.| - BEAUMONT, TEXAS REFINERY
PERIOD FROM JANUARY 1, 1995 TO JANUARY 31, 1995
() (6) (7) 8
©)
Quantity Value Value
Drawback Factgr
Product in Bbls. per Bbl. of Product
per Bbl
1. Motor Gasoline 2,699,934 $6.14333 $16,586,586
1.p6678
2. Aviation Gasoline 108,269 5.83363 631,601
1.p1300
3. Special Naphthas 372,676 8.06356 3,005,095
1.40023
4. Jet Fuel 249,386 3.95698 986,815
.p8712
5. Kerosine and Range Oil 321,263 4.69857 1,509,477
.B1590
6. Distillate Oils 2,567,975 4.45713 11,445,798
Jr7398
7. Residual Qils 308,002 2.51322 774,077
43642
8. Lubricating Oils 292,492 26.72296 7,816,252
4.64041
9. Paraffin Wax 19,063 10.49642 200,093
1.82269
10. Petroleum Coke 122,353 1.24291 152,074
.21583
11. Asphalt 75,231 3.59105 270,158
.62358
12. Road Oil -0- -0- -0-

-0-
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13. Still Gas 245,784 1.00530 247,087
17457
14. Liquified Refinery Gas 524,423 2.23013 1,169,531
.38726
15. Petrochemical Synthetic Rubber -0- -0- -0-
-0 -
16. Petrochemical Plastics & Resins -0- -0- -0-
-0 -
17. All Other Petrochemical Products 7,996 6.21343 49,683
1.07895
Loss (or Gain) (127,682)
TOTAL 7,787,165 $ 44,844,327

Col. (6)
Col. (7)
Col. (8)

Col. (9)

Products are shown in the net quantities realized in the refining process and do not include non-petroleum additives.
Weighted average realization for the period covered.
Column 6 multiplied by column 7.

Quantity of raw materials allowable per barrel of product. (Formula for obtaining drawback factors: $44,844,327 + 7,787,165 bbls. =
$5.75875 divided into product values per barrel equals drawback factor.)



EXHIBIT C

INVENTORY CONTROL SHEET

ABC OIL CO., INC. - BEAUMONT, TEXAS REFINERY

PERIOD FROM JANUARY 1, 1995 TO JANUARY 31, 1995

All quantities exclude non-petroleum additives

Drawback
10) Opening Inventory
11) Production

-A) Receipts

12) Exports

13) Drawback Deliveries

14) Domestic Shipments

15) Closing Inventory

Line (10)
Line (11)
Line (11-A)
Line (12)
Line (13) -
Line (14)
Line (15)

Petrochemicals

Aviation Gasoline Residual Oils Lubricating Oils All Other
pDrawpack pDrawpack pDrawpack
Bbls. Factor Bbls. Factor Bbls. Factor Bbls. Factor
11218 | 100126 21 221 4A50R2 Q242 | 452178 891 100244
108,269| 1.01300 308,002 .43642 292,492| 4.64041 7,996 1.07895
11,218 | 1.00126 21,221| .45962 8,774 | 4.52178 195 1.00244
176 | 1.01300 104,397| .43642
-- -- -- -- -- -- 696 | 1.00244
319 1.078%5
97,863 | 1.01300 180,957| .43642 468 | 4.52178 6,867 1.07895
278,286 | 4.64041
10,230 | 1.01300 22,648| .43642 14,206 | 4.64041 810 1.07895

Opening inventory from previous period's closing inventory.
From production period under consideration.
Product received from other sources.

From earliest on hand (inventory or production). Totals from drawback entry or entries recapitulated (see column 18).
Deliveries for export or for designation against further manufacture - earliest on hand after exports are deducted.
From earliest on hand after lines (12) and (13) are deducted.
Balance on hand.




EXHIBIT D

RECAPITULATION OF DRAWBACK ENTRY

ABC OIL CO., INC. - BEAUMONT, TEXAS REFINERY
PERIOD FROM JANUARY 1, 1995 TO JANUARY 31, 1995

(1R) (17) { Q) (1C) (')m (on A
Quantity in Bbls. in Crude Allowed Crude to be Allowed for
Quantity in the Terms of the Drawback Facto for Drawback Drawback Deliveries
Product Bbls. Exported Abstract per Bbl. in Bbls. in Bbls.
Aviation Gasoline 11,410 11,218 1.00126 11,232
176 1.01300 178
Residual Oils 125,618 21,221 45962 9,754
104,397 43642 45,561
Lubricating Oils 8,875 8,774 4.52178 39,674
Petrochemicals - 696 1.00244
698
Other 319 1.07895
344
195 195 1.00244 195
TOTAL 146,098 146,996 106,594
1,042

Duty paid on raw material selected for designation - $.1050 per bbl. (class Il crude)
Amount of drawback claim - gross - 106,594 x .1050 = $11,192

Less 1%

Amount of drawback claim - net

Col. (16)
Col. (17)
Col. (18)
Col. (19)

Lists only products exported.
Quantities in condition as shown on the notices of exportation and notices of lading.
Quantities in condition as shown on the abstract (i.e., less additives if any). These quantities will appear in line 12.
The drawback factor(s) shown on line 12.

-112
$11,080
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Col. (20) Raw materials (crude or derivatives) allowable, determined by multiplying column 18 by column 19.
Col. (20a) Raw materials (crude or derivatives) allowable, for drawback deliveries determined by multiplying column 18 by column 19.



EXHIBIT E

PRODUCIBILITY TEST FOR PRODUCTS EXPORTED (INCLUDING DRAWBACK DELIVERIES)
ABC OIL CO., INC. - BEAUMONT, TEXAS REFINERY

PERIOD FROM JANUARY 1, 1995 TO JANUARY 31, 1995

Type and Class of Raw Material Designated -- Crude, Class I

1) 2) 3) (24)
Quantity of Raw Material Of Type
Quantity Industry and Class Designated Needed
Product In Barrels Standard To Produce Product
Aviation Gasoline 11,394 40% 28,485
Residual Oils 125{618 83% 151,347
Lubricating Oils 8,774 50%
17,548
Petrochemicals, other (195)
Petrochemicals, other (Drawback Deliveries) (1,015)
Petrochemicals - Total 1,210 29%
IT72
Total 146,996
A - Crude allowed (column 20: 106,594 plus column 20a: 1,042 107,636 bbls.
B - Total quantity exported (including drawback deliveries)(column 22): 146,996 "
C - Largest quantity of raw material needed to produce an individual exported product (see column 24):
151,347 "
D - The excess of raw material over the largest of lines A, B, or C, required to produce concurrently on
a practical operating basis, using the most efficient processing equipment existing within the domestic
industry, the exported articles (including drawback deliveries) in the quantities exported (or delivered).
NONE
E - Minimum quantity of raw material required to be designated (which is A, B, or C, whichever is largest,

plus D, if applicable):
151,347 "

| hereby certify that all the above drawback deliveries and products exported by the Beaumont Refinery of ABC Oil Co., Inc. during
the period from January 1, 1995 to January 31, 1995 could have been produced concurrently on a practical operating basis from
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151,347 barrels of imported Class Ill crude against which drawback is claimed.

Signature



EXHIBIT E - 1
PRODUCIBILITY TEST FOR PRODUCTS ON WHICH RESIDUAL RIGHT TO DRAWBACK IS NOW CLAIMED
AND PRODUCTS COVERED BY ABSTRACTS ON WHICH RAW MATERIALS COVERED WERE PREVIOUSLY DESIGNATED
ABC OIL CO., INC. - TULSA, OKLAHOMA REFINERY
PERIOD FROM JANUARY 1, 1995 TO JANUARY 31, 1995
Type and Class of Raw Material Designated - Crude, Class llI

24 {22) {23) 24)
(19) (20)
Quantity of Raw Material Covergd By: Drawback
Crude Al-
Quantity Industry Of Type & Class Designated 1. Period
Factor lowed for
Product in Barrels Standprd Needef to Produce Product 2. Refipery per Barrel
Drawback
Separate Combined
Aviation Gasoline 11,394 40% 28,485 29,125
1.00126 11,232
1.01300 178
Residual Oils 125,618 83% 151,347 151,347 1 Jan. 1995
P
43642 45,561
Lubricating Oils 8,774 5096 14,548 17,932 % Bgaumont
4.52178 39,674
Petrochemicals, Other (195)
1.00244 195
Petrochemicals, Other
(Drawback Deliveries) (1,015)
1,210 29% 4,172 4,503
[Residual Rights]
Aviation Gasoline 256 40% 640 29,125
1.01265 259 259
Lubricating Oils 192 50% 384 17,932 1 Jan. 1995
4.59006 881 881
Petrochemicals, Other 96 29% 331 4,503 % Tulsa
1.12412 108 108
Distillate Oils 3807 89% 4,278 4,278
76624 2,917
Subtotal
4,165
151,347
Total 110,759
A - Crude allowed (column 20: 110,759; plus crude allowed for drawback deliveries: 1,042) 111,801 bbls. Drawback Computation

B - Total quantity exported (including drawback deliveries)(column 22): 151,347 "



4,165*bbls. @10%: = $437.33

C - Largest quantity of raw material needed to produce an individual exported product (see col. 24): 151,347
Less 1% 4.37
D - The excess of raw material over the largest of line A, B, or C, required to produce concurrently
Amount of Drawback
on a practical operating basis, using the most efficient processing equipment existing within
Claim - Net $432.96
the domestic industry, the exported articles (including drawback deliveries) in the quantities
exported (or delivered): NONE
E - Minimum quantity of raw material required to be designated (which is A, B, or C, whichever is
Rights above
largest, plus D, if applicable):
151,347
CERTIFICATE

347

See subtotal, col.20, for Residual

| hereby certify that all the above drawback deliveries and products exported by the Tulsa, Oklahoma refinery of ABC Qil Co., Inc., during the period from January 1, 1995 to January 31, 1995,
could have been produced concurrently on a practical operating basis together with all drawback deliveries and products exported covered by Exhibit E of the abstract for the period January 1,
1995 to January 31, 1995, filed by the Beaumont, Texas refinery of the company from 151,347 barrels of imported Class Ill crude against which drawback is claimed.

Signature



The attached sanple, EXHIBIT E (COMBINATION), illustrates the procedures to be foll owed when two

cl asses or types of raw material are designated on a given abstract. For purposes of illustration
it is assuned that the refiner has only 100,000 barrels of Cass Ill crude to designate, but
adequate supplies of Class Il to designate.

In addition, please note that the conputation of drawback on EXHIBIT D wll be as foll ows:

Duty paid on raw material selected for designation:
$.1050 per barrel (Cass IIl crude)
$.0525 per barrel (Cass Il crude)

Amount of drawback claim - gross: 81,638 x .1050= $8,571.99
24,956 x .0525= $1,310.19

$9, 882. 18
(Rounded O f) 9, 882
Less 1% -99

Anmobunt of drawback claim - net: $9, 783



EXHIBIT E (COMBINATION)

PRODUCIBILITY TEST FOR PRODUCTS EXPORTED (INCLUDING DRAWBACK DELIVERIES)
ABC OIL CO., INC. - BEAUMONT, TEXAS REFINERY
PERIOD FROM JANUARY 1, 1995 TO JANUARY 31, 1995

Type and Class of Raw Material Designated - Crude, Class llI

(21) (22) (23) (24) (19) (20)
annfify Inrlncfry annfify of Raw Material Drawhack
Crude
Product in Barrels Standard Of Type & Class Designated Factor
Allowed for
ffeededtoPropuce Product per Barret
Drawback
Aviation Gasoline 11,218 40% 28,485 1.00126
11,232
176 1.01300
178
Residual Oils 21,221 83% 25,567 45962
9,754
47,214 83% 56,884 43642
20,605
Lubricating Oils 8,774 50% 17,548 4.52178
39,674
—Petrochemicalts; Otier 195 00244
195
Petrochemicals, Other 696 1.00244
(Drawback Deliveries) 319 1.07895
1,210 29% 4,172
TOTAL 89,813
81,638
A - Crude allowed (column 20: 81,638; plus crude allowed for drawback deliveries: 1,042):
82,680 bbls.
B - Total quantity exported (including drawback deliveries) (column 22):
89,813 "
C - Largest quantity of raw material needed to produce an individual exported product (see column 24):
82,451 "
D - The excess of raw material over the largest of lines A, B, or C, required to produce concurrently on a practical
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operating basis, using the most efficient processing equipment existing within the domestic industry, the
exported articles (including drawback deliveries) in the quantities exported (or delivered):
10,187
E - Minimum quantity of raw material required to be designated (which is A, B, or C, whichever is largest, plus D, if applicable): 100,000 bbs.

| hereby certify that all the above drawback deliveries and products exported by the Beaumont refinery of ABC Oil Co., Inc. during the period from
January 1, 1995 to January 31, 1995, could have been produced concurrently on a practical operating basis from 100,000 barrel of imported
Class Ill crude against which drawback is claimed.

Signature



EXHIBIT F

DESIGNATIONS FOR DRAWBACK CLAIM
ABC OIL CO., INC. - BEAUMONT, TEXAS REFINERY
PERIOD FROM JANUARY 1, 1995 - TO JANUARY 31, 1995

Certificate Quantity
of of
Delivery Entry Date of Kind of Materials Date Date Rate of
Number Number Importation Materials in Barrels Received Consumed Duty
- 26192 04/13/93 Class Il 75,125 04/13/93 May 1993 $.1050
Crude
- 23990 08/04/94 " 37,240 08/04/94 Oct. 1994 .1050
3155

22517 10/05/94 " 38,982 10/05/94 Nov. 1994 .1050
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FORMAT FOR 1313(d) APPLICATION
COMPANY LETTERHEAD (Opti onal)

U S. Custons Service
Entry and Carrier Rulings Branch
1301 Constitution Avenue, N W
Washi ngton, D.C. 20229
Dear Sir:
W, (Applicant's Nane), a (State, e.g., Delaware) corporation (or
ot her described entity) submt this application for a specific
manuf act uri ng drawback ruling that our manufacturing operations
qualify for drawback under title 19, United States Code, section
1313(d), and part 191 of the Custons Regul ations. W request
that the Custons Service authorize drawback on the basis of this
appl i cation.
NAME AND ADDRESS AND IRS NUMBER OF APPLICANT
(Section 191.8(a) of the Custonms Regul ati ons provi des that each
manuf act urer or producer of articles intended for exportation
with the benefit of drawback shall apply for a specific
manuf act uri ng drawback ruling, unless operating under a general
manuf act uri ng drawback ruling under 8 191.7 of the Custons
Regul ations. Custons will not approve an application which shows
an uni ncor porated division or conpany as the applicant (see
§ 191.8(a)).)

LOCATION OF FACTORY
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(G ve the address of the factory(s) where the process of
manuf acture or production will take place. If the factory is a
different legal entity fromthe applicant, so state and indicate
i f operating under an Agent's general manufacturing drawback
ruling.)
CORPORATE OFFICERS
(List officers and other persons legally authorized to bind the
corporation who wll sign drawback docunents. Section 191.6 of
the Custons Regul ations permts only the president, vice-
presi dent, secretary, treasurer, or any other individual legally
authorized to bind the corporation to sign for a corporation. In
addition, a person within a business entity with a Custons power
of attorney for the conpany may sign. A Custons power of
attorney may al so be given to a |licensed Custons broker. This
headi ng shoul d be changed to NAMES OF PARTNERS or PROPRIETOR in
the case of a partnership or sole proprietorship, respectively.)
CUSTOMS OFFICE WHERE DRAWBACK CLAIMS WILL BE FILED
(The 8 offices where drawback clains can be filed are | ocated at:

Bost on, MA;

New Yor k, NY;

Mam , FL;

New Ol eans, LA

Houst on, TX;

Long Beach, CA
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Chi cago, IL;
San Franci sco, CA)

(An original application and two copies nust be filed. |If the
applicant intends to file drawback clainms at nore than one
drawback office, two additional copies of the application nust be
furnished for each additional office indicated.)
GENERAL STATEMENT
(The exact material placed under this heading in individual cases
wll vary, but it should include such information as the type of
busi ness in which the manufacturer is engaged, whether the
manuf acturer is manufacturing for his own account or is
performng the operation on a toll basis (including conm ssion or
conversion basis) for the account of others, whether the
manufacturer is a direct exporter of his products or sells or
delivers themto others for export, and whether drawback w |l be
claimed by the manufacturer or by others.)
(Regar di ng drawback operations conducted under 8§ 1313(d), the
data may describe the flavoring extracts, nmedicinal, or toilet
preparations (including perfunery) manufactured with the use of
donestic tax-paid al cohol; and where such al cohol is obtained or
pur chased.)
(Since the permssion to grant use of the accel erated paynent
procedure rests with the Drawback office with which clainms wll

be filed, do not include any reference to that procedure in this
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application.)
TAX-PAID MATERIAL USED UNDER SECTION 1313(d)
(Describe or list the tax-paid material)
EXPORTED ARTICLES ON WHICH DRAWBACK WILL BE CLAIMED
(Name each article to be exported)
PROCESS OF MANUFACTURE OR PRODUCTION
(Drawback under 8 1313(d) is not allowabl e except where a
manuf acture or production exists. A manufacture or production
exi sts when a "new and different article enmerges having a
di stinctive nane, character, or use", or when an article is nmade
fit for a particular use (see 19 CFR 191.2(p); see al so

(Anheuser - Busch Brew ng Assoc. v. United States, 207 U S. 556

(1907); United States v. International Paint Co., 35 CCPA 87

(1948), et al.). In order to obtain drawback under 8§ 1313(d), it
is essential for the applicant to show use in manufacture or
production by giving a thorough description of the manufacturing
process. Describe how the tax-paid material is processed into
the export article.)

WASTE

(Many processes result in residue materials which, for drawback
pur poses, are treated as wastes. Describe any residue naterials
whi ch you believe should be so treated. If no waste results,
include a positive statenment to that effect under this heading.)

(I'f waste occurs, state: (1) whether or not it is recovered, (2)
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whet her or not it is valueless, and (3) what you do with it.

This information is required whether clains are made on a "used

in" or "appearing in" basis and regardl ess of the anount of waste
i ncurred.)

(I'rrecoverabl e wastes are those consisting of materials which are
lost in the process. Valueless wastes are those which may be
recovered but have no value. These irrecoverable and val uel ess
wast es do not reduce the drawback claimprovided the claimis
based on the quantity of domestic tax-paid alcohol used in
manufacturing. |If the claimis based upon the quantity of
donestic tax-paid al cohol appearing in the exported article,
irrecoverabl e and val uel ess waste will cause a reduction in the
anount of drawback.)

(Vval uabl e wastes are those recovered wastes which have a val ue
either for sale or for use in a different manufacturing process.
However, it should be noted that this standard applies to the
entire industry and is not a selection on your part. An option
by you not to choose to sell or use the waste in sone different
operation, does not nmake it valueless if another manufacturer can
use the waste. State what you do with the waste. |If you have to
pay soneone to get rid of it, or if you have buyers for the
waste, you must state so in your application regardl ess of what
"Basi s" you are using.)

(I'f you recover valuable waste and if you choose to claimon the

basis of the quantity of domestic tax-paid alcohol used in
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produci ng the exported articles (less val uable waste), state that
you will keep records to establish the quantity and val ue of the
waste recovered. See "Basis of O aimfor Drawback"” section
bel ow. )

STOCK IN PROCESS

(Some processes result in another type of residual material,
namel y, stock in process, which affects the all owance of
drawback. Stock in process necessarily reduces the quantity of
donestic tax-paid al cohol used in manufacture in a current |ot or
period, in that the anmount manufactured in any given batch does
not include the recycled nerchandi se going into the next batch.
Therefore, the amount of donestic tax-paid al cohol used in

manuf acture of exported articles is decreased.)

(I'f stock in process occurs, the application nust include a
statenent that the donmestic tax-paid alcohol is considered to be
used in manufacture at the tine it was originally processed so
that the stock in process will not be included twice in the
conputation of the donestic tax-paid al cohol used to manufacture
the finished articles on which drawback is cl ained.)

LOSS OR GAIN (Separate and distinct from WASTE)

(Some manufacturing processes result in an intangible | oss or
gain of the net weight or neasurenent of the nerchandi se used.
This loss or gain is caused by atnospheric conditions, chem cal

reactions, or other factors. State the approxi mate usual
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percentage or quantity of such loss or gain. Note that
percentage values will be considered to be neasured "by wei ght"
unl ess otherw se specified. Loss or gain does not occur during
all manufacturing processes. |If loss or gain does not apply to
your manufacturing process, state "Not Applicable.")

PROCEDURES AND RECORDS MAINTAINED
W will maintain records to establish:
1. That the exported articles on which drawback
is clainmed were produced with the use of a
particular lot (or lots) of donmestic tax-paid
al cohol , and
2. The quantity of donestic tax-paid al cohol?
we used in producing the exported articles.
(21f clains are to be nade on an "appearing
in" basis, the remainder of this sentence
shoul d read "appearing in the exported
articles we produce.")
We realize that to obtain drawback the claimant nust establish
that the conpleted articles were exported within 5 years after
the tax has been paid on the donestic al cohol.
Qur records establishing our conpliance with these requirenents
wll be available for audit by Custons during business hours. W
under stand that drawback is not payable w thout proof of

conpl i ance.
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INVENTORY PROCEDURES
(Describe your inventory records and state how those records w |l
meet the drawback recordkeeping requirenents set forth in 19
U S C 1313(d) and part 191 of the Custons Regul ati ons as
di scussed under the headi ng PROCEDURES AND RECORDS MAI NTAI NED.
To insure conpliance the follow ng areas should be included in
your discussion:)

RECElI PT AND RAW STOCK STORAGE RECORDS

MANUFACTURI NG RECORDS

FI NI SHED STOCK STORAGE RECORDS
BASIS OF CLAIM FOR DRAWBACK
(There are three different bases that may be used to claim
drawback: (1) Used in; (2) Appearing In; and (3) Used | ess
Val uabl e Waste.)
(The "Used In" basis may be enployed only if there is either no
wast e or val uel ess or unrecovered waste in the operation.
I rrecoverabl e or val uel ess waste does not reduce the anmount of
drawback when clains are based on the "Used In" basis. Drawback
is payable in the amount of 100% of the tax paid on the quantity
of donestic al cohol used in the manufacture of flavoring extracts
and nedicinal or toilet preparation (including perfunery).)

(For exanple, if 100 gallons of alcohol, valued at

$1.00 per gallon, were used in manufacture resulting in

10 gallons of irrecoverable or val uel ess waste, the 10
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gal l ons of irrecoverabl e or val uel ess waste woul d not
reduce the drawback. |In this case drawback woul d be
payabl e on 100% of the tax paid on the 100 gall ons of
donestic al cohol used to produce the exported
articles.)

The "Appearing In" basis may be used regardl ess of whether there
is waste. If the "Appearing In" basis is used, the claimnt does
not need to keep records of waste and its value. However, the
manuf act urer nmust establish the identity and quantity of the
mer chandi se appearing in the exported product and provide this
information. Waste reduces the anount of drawback when cl ains
are made on the "Appearing In" basis. Drawback is payable on
100% of the tax paid on the quantity of donestic al cohol which
appears in the exported articles.
(Based on the previous exanple, drawback woul d be
payabl e on the 90 gall ons of donestic al cohol which
actually went into the exported product (appearing in)
rather than the 100 gallons used in as set forth
previously.)
(The "Used Less Val uabl e Waste" basis may be enpl oyed when the
manuf act urer recovers val uabl e waste, and keeps records of the
quantity and val ue of waste from each | ot of donestic tax-paid
al cohol. The value of the waste reduces the anount of drawback
when clainms are based on the "Used Less Val uabl e Waste" basi s.

VWhen val uabl e waste is incurred, the drawback all owance on the
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exported article is based on the quantity of tax-paid al cohol
used to manufacture the exported articles, reduced by the
quantity of such al cohol which the value of the waste w ||
repl ace.)

(Based on the previous exanples, if the 10 gallons of
wast e had a val ue of $.50 per gallon, then the 10
gal l ons of waste, having a total value of $5.00, would
be equivalent in value to 5 gallons of the tax-paid
al cohol. Thus the value of the waste would replace 5
gal l ons of the al cohol used, and drawback is payable on
100% of the tax paid on 95 gallons of al cohol rather
than on the 100 gallons "Used In" or the 90 gall ons
"Appearing In" as set forth in the above exanples.)
(Two net hods exist for the manufacturer to show the quantity of
mat eri al used or appearing in the exported article: (1) Schedul e
or (2) Abstract.)
(A "schedul e" shows the quantity of material used in
produci ng each unit of product. The schedule nethod is
usual Iy enpl oyed when a standard |ine of nmerchandise is
bei ng produced according to fixed fornulas. Sone
schedul es will show the quantity of nmerchandi se used to
manuf acture or produce each article and others wll
show the quantity appearing in each finished article.
Schedul es nmay be prepared to show the quantity of

mer chandi se either on the basis of percentages or by
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actual weights and neasurenents. A schedul e determ nes

the anount that wll be needed to produce a unit of

product before the material is actually used in

producti on;)

(An "abstract” is the summary of the records (which may

be set forth on Custonms Form 331) which shows the total

gquantity used in producing all products during the

period covered by the abstract. The abstract | ooks at

a duration of time, for instance 3 nonths, in which the

quantity of material has been used. An abstract | ooks

back on how rmuch material was actually used after a

production period has been conpleted.)
(An applicant who fails to indicate the "schedul e" choice nust
base his clainms on the "abstract" nmethod. State which Basis and
Met hod you will use. An exanple of Used In by schedule follows:)

We shall clai mdrawback on the quantity of (specify

material) used in manufacturing (exported article)

according to the schedule set forth bel ow
(Section 191.8(f) of the Custons Regul ati ons requires subm ssion
of the schedule with the application for a specific manufacturing
drawback ruling. An applicant who desires to file suppl enental
schedules with the drawback office whenever there is a change in
the quantity or material used should state:)

We request permssion to file supplenental schedul es

with the drawback office covering changes in the
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articles, or different styles or capacities of

contai ners of such exported nerchandi se.
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(Except as noted above in the explanation of the "Appearing In"

basi s,

for claimng drawback may be used where the rel ative val ue

nei ther the "Appearing In"

procedure is required.)

AGREEMENTS

The Applicant specifically agrees that it wll:

1

Qperate in full conformance with the terns of
this application for a specific manufacturing
drawback ruling when clai m ng drawback;

Open its factory and records for exam nation
at all reasonabl e hours by authorized
Governnment officers;

Keep its drawback rel ated records and
supporting data for at least 3 years fromthe
date of paynent of any drawback claim

predi cated in whole or in part upon this
appl i cation;

Keep this application current by reporting
pronptly to the drawback office which
liquidates its clains any changes in the

nunber or locations of its offices or

basi s nor the "schedul e"

met hod



factories, the corporate nanme, corporate
officers, or the corporate organi zati on by
succession or reincorporation;

Keep this application current by reporting
pronptly to the Headquarters, U S. Custons
Service all other changes affecting
information contained in this application;
Keep a copy of this application and the

| etter of approval by Custons Headquarters on
file for ready reference by enpl oyees and
require all officials and enpl oyees concerned
to famliarize thenselves with the provisions
of this application and that letter of
approval ; and

| ssue instructions to insure proper
conpliance with title 19, United States Code,
section 1313(d), part 191 of the Custons
Regul ations and this application and letter

of approval.

DECLARATION OF OFFICIAL

manuf act uri ng drawback ruling; that | know the avernents and

agreenents contained herein are true and correct;

declare that | have read this application for a specific

signature on this day of

and that ny

364
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19 , makes this application binding on

(Name of Applicant Corporation,

Partnership, or Sole Proprietorship)

BY?

(Signature and Title)

(Print Nane)

(®Section 191.6(a) of the Custons Regul ations requires that
applications for specific manufacturing drawback rulings be
signed by the owner of a sole proprietorship, a partner in a
partnership, or the president, vice president, secretary,
treasurer or other individual legally authorized to bind the
corporation. In addition, any enpl oyee of a business entity with
a custons power of attorney filed with the Custons port for the
drawback office which will |iquidate your drawback clains may
sign such an application, as may a |licensed Custons broker with a
Cust onms power of attorney. You should state in which Custons
port Custons power(s) of attorney is/are filed.)

FORMAT FOR 1313(g) APPLICATION

COMPANY LETTERHEAD (Optional)
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U S. Custons Service
Entry and Carrier Rulings Branch
1301 Constitution Avenue, N W
Washi ngton, D.C. 20229
Dear Sir:
We, (Applicant's Nane), a (State, e.g., Delaware) corporation (or
ot her described entity) submt this application for a specific
manuf act uri ng drawback ruling that our manufacturing operations
qualify for drawback under title 19, United States Code, section
1313(g), and part 191 of the Custons Regul ations. W request
that the Custons Service authorize drawback on the basis of this
appl i cation.
NAME AND ADDRESS AND IRS NUMBER OF APPLICANT
(Section 191.8(a) of the Custonms Regul ati ons provi des that each
manuf act urer or producer of articles intended for exportation
with the benefit of drawback shall apply for a specific
manuf act uri ng drawback ruling, unless operating under a general
manuf act uri ng drawback ruling under 8 191.7 of the Custons
Regul ations. Custons will not approve an application which shows
an uni ncor porated division or conpany as the applicant (see
§ 191.8(a).)
LOCATION OF FACTORY OR SHIPYARD
(G ve the address of the factory(s) or shipyard(s) at which the

construction and equipnment will take place. |If the factory or
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shipyard is a different legal entity fromthe applicant, so state
and indicate if operating under an Agent's general manufacturing
drawback ruling.)

CORPORATE OFFICERS
(List officers and other persons legally authorized to bind the
corporation who wll sign drawback docunents. Section 191.6 of
the Custons Regul ations permts only the president, vice-
presi dent, secretary, treasurer, or any other individual legally
authorized to bind corporation to sign for a corporation. In
addition, a person within a business entity with a Custons power
of attorney for the conpany may sign. A Custons power of
attorney may al so be given to a licensed Custons broker. This
headi ng shoul d be changed to NAMES OF PARTNERS or PROPRIETOR in
the case of a partnership or sole proprietorship, respectively.)
CUSTOMS OFFICE WHERE DRAWBACK CLAIMS WILL BE FILED
(The 8 offices where drawback clains can be filed are | ocated at:

Bost on, MA;

New Yor k, NY;

Mam , FL;

New Ol eans, LA

Houst on, TX;

Long Beach, CA

Chi cago, IL;

San Franci sco, CA)
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(An original application and two copies nust be filed. |If the
applicant intends to file drawback clainms at nore than one
drawback office, two additional copies of the application nust be
furnished for each additional office indicated.)
GENERAL STATEMENT
(The follow ng questions nust be answered:

1. Wio will be the inporter of the nmerchandi se?
(I'f the applicant will not always be the inporter, does the
applicant understand its obligations to obtain the appropriate
certificates of delivery (19 CFR 191.10), certificates of
manuf acture and delivery (19 CFR 191.24), or both?)

2. Wio is the manufacturer?
(I's the applicant constructing and equi pping for his own account
or nerely performng the operation on a toll basis for others?)

3. WI1 the applicant be the drawback clai mant?
(State how the vessel will qualify for drawback under 19 U. S.C
1313(g). Wio is the foreign person or governnent for whomthe
vessel is being nmade or equi pped?)
(There shall be included under this heading the foll ow ng
st at ement :

We are particularly aware of the terns of section

191.76(a) (1) of and subpart Mof part 191 of the

Cust oms Regul ations, and shall conply with these

sections where appropriate.)
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(Since the permssion to grant use of the accel erated paynent
procedure rests with the Drawback office with which clainms wll
be filed, do not include any reference to that procedure in this
application.)
IMPORTED MERCHANDISE OR DRAWBACK PRODUCTS USED
(Describe the inported nmerchandi se or drawback products)
ARTICLES CONSTRUCTED AND EQUIPPED FOR EXPORT
(Name the vessel or vessels to be nade with inported nmerchandi se
or drawback products)
PROCESS OF CONSTRUCTION AND EQUIPMENT
(What is required here is a clear, concise description of the
process of construction and equi pnment involved. The description
shoul d al so trace the flow of materials through the manufacturing
process for the purpose of establishing physical identification
of the inported or drawback nerchandi se and of the articles
resulting fromthe processing.)
WASTE
(Many processes result in residue materials which, for drawback
pur poses, are treated as wastes. Describe any residue naterials
whi ch you believe should be so treated. If no waste results,
include a positive statenment to that effect under this heading.)
(I'f waste occurs, state: (1) whether or not it is recovered, (2)
whet her or not it is valueless, and (3) what you do with it.

This information is required whether clains are made on a "used
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in" or "appearing in" basis and regardl ess of the anount of waste
i ncurred.)

(I'rrecoverabl e wastes are those consisting of materials which are
lost in the process. Valueless wastes are those which may be
recovered but have no value. These irrecoverable and val uel ess
wast es do not reduce the drawback claimprovided the claimis
based on the quantity of inported material used in manufacturing.
If the claimis based upon the quantity of inported nmerchandi se
appearing in the exported article, irrecoverabl e and val uel ess
waste will cause a reduction in the anount of drawback.)

(Vval uabl e wastes are those recovered wastes which have a val ue
either for sale or for use in a different manufacturing process.
However, it should be noted that this standard applies to the
entire industry and is not a selection on your part. An option
by you not to choose to sell or use the waste in sone different
operation does not naeke it val uel ess if another manufacturer can
use the waste. State what you do with the waste. |If you have to
pay soneone to get rid of it, or if you have buyers for the
waste, you must state so in your application regardl ess of what
"Basi s" you are using.)

(I'f you recover valuable waste and if you choose to claimon the
basis of the quantity of inported or substituted nerchandi se used
in producing the exported articles (less valuable waste), state

that you wll keep records to establish the quantity and val ue of

the waste recovered. See "Basis of Caimfor Drawback" section



371
bel ow. )
LOSS OR GAIN (Separate and distinct from WASTE)
(Some manufacturing processes result in an intangible | oss or
gain of the net weight or neasurenent of the nerchandi se used.
This loss or gain is caused by atnospheric conditions, chem cal
reactions, or other factors. State the approximte usual
percentage or quantity of such loss or gain. Note that
percentage values will be considered to be neasured "by weight”
unl ess otherw se specified. Loss or gain does not occur during
all manufacturing processes. |If loss or gain does not apply to
your manufacturing process, state "Not Applicable.")
PROCEDURES AND RECORDS MAINTAINED
W will maintain records to establish:
1. That an exported article on which drawback is

cl ai mred was constructed and equi pped with the

use of a particular lot (or lots) of inported

mat eri al ; and

2. The quantity of inported nerchandi se?> we used

in producing the exported article. (2 If

clainms are to be made on an "appearing in"

basi s, the remai nder of this sentence should

read "appearing in the exported articles we

produce. ")

We realize that to obtain drawback the cl ai nant nust establish
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that the conpleted articles were exported within 5 years after
the inportation of the inported nerchandi se.

Qur records establishing our conpliance with these requirenents
wll be available for audit by Custons during business hours. W
under stand that drawback is not payable w thout proof of
conpl i ance.
INVENTORY PROCEDURES
(Describe your inventory records and state how those records w |
nmeet the drawback recordkeeping requirenents set forth in 19
U S . C 1313 and part 191 of the Custons Regul ati ons as di scussed
under the headi ng PROCEDURES AND RECORDS NMAI NTAI NED. To insure
conpliance the follow ng should be included in your discussion:)
RECElI PT AND RAW STOCK STORAGE RECORDS
CONSTRUCTI ON AND EQUI PMENT RECORDS
FI NI SHED STOCK STORAGE RECORDS
SHI PPI NG RECORDS
BASIS OF CLAIM FOR DRAWBACK
(There are three different bases that may be used to claim
drawback: (1) Used in; (2) Appearing In; and (3) Used | ess
Val uabl e Waste.)
(The "Used In" basis may be enployed only if there is either no
wast e or val uel ess or unrecovered waste in the operation.
I rrecoverabl e or val uel ess waste does not reduce the anmount of

drawback when clains are based on the "Used I n" basis. Dr awback
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is payable in the anount of 99 percent of the duty paid on the
quantity of inported material used to construct and equip the
exported article.)

(For exanple, if 100 pounds of nmaterial, valued at

$1. 00 per pound, were used in manufacture resulting in

10 pounds of irrecoverable or val uel ess waste, the 10

pounds of irrecoverable or val uel ess waste woul d not

reduce the drawback. |In this case drawback woul d be

payabl e on 99% of the duty paid on the 100 pounds of

inported material used in constructing and equi ppi ng

the exported articles.)
(The "Appearing In" basis may be used regardl ess of whether there
is waste. It the "Appearing In" basis is used, the claimnt does
not need to keep records of waste and its value. However, the
manuf acturer nmust establish the identity and quantity of the
mer chandi se appearing in the exported product and provide this
information. Waste reduces the anmount of drawback when cl ains
are nmade on the "Appearing In" basis. Drawback is payable on 99
percent of the duty paid on the quantity of inported materi al
whi ch appears in the exported articles. "Appearing In" may not
be used if by-products are involved unless the applicant agrees
to value all products identically.)

(Based on the previous exanple, drawback woul d be

payabl e on the 90 pounds of inported material which

actually went into the exported product (appearing in)
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rather than the 100 pounds used in as set forth

previously.)
(The "Used Less Val uabl e Waste" basis may be enpl oyed when the
manuf act urer recovers val uabl e waste, and keeps records of the
gquantity and val ue of waste fromeach |ot of nmerchandi se. The
val ue of the waste reduces the anount of drawback when clains are
based on the "Used Less Val uabl e Waste" basis. When val uabl e
waste is incurred, the drawback all owance on the exported article
may be based on the duty paid on the quantity of inported
material used to construct and equi p the exported product,
reduced by the quantity of such material which the value of the
waste will replace. Thus in this case, drawback is clainmed on
the quantity of eligible material actually used to produce the
exported product, |ess the anount of such material which the
val ue of the waste would replace. Note section 191.25(c) of the
Cust ons Regul ations.)

(Based on the previous exanples, if the 10 pounds of

waste had a val ue of $.50 per pound, then the 10 pounds

of waste, having a total value of $5.00, would be

equi valent in value to 5 pounds of the inported

material. Thus the value of the waste would replace 5

pounds of the nerchandi se used, and drawback is payabl e

on 99 percent of the duty paid on the 95 pounds of

inported material rather than on the 100 pounds "Used

In" or the 90 pounds "Appearing In" as set forth in the



375
above exanpl es.)
(Two net hods exist for the manufacturer to show the quantity of
mat eri al used or appearing in the exported article: (1) Schedul e
or (2) Abstract.)
(A "schedul e" shows the quantity of material used in
produci ng each unit of product. The schedule nethod is
usual Iy enpl oyed when a standard |ine of nerchandise is
bei ng produced according to fixed formulas. Sone
schedul es will show the quantity of merchandi se used to
manuf acture or produce each article and others wll
show the quantity appearing in each finished article.
Schedul es nmay be prepared to show the quantity of
mer chandi se either on the basis of percentages or by
actual weights and neasurenents. A schedul e determ nes
the anount that wll be needed to produce a unit of
product before the material is actually used in
producti on;)
(An "abstract” is the summary of the records (which nay be
set forth on Custons Form 331) which shows the tota
quantity used in producing all products during the period
covered by the abstract. The abstract |ooks at a duration
of time, for instance 3 nonths, in which the quantity of
materi al has been used. An abstract |ooks back on how nuch
material was actually used after a production period has

been conpl eted.)
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(An applicant who fails to indicate the "schedul e" choice nust
base his clainms on the "abstract" nmethod. State which Basis and
Met hod you will use. An exanple of Used In by Schedule would
read:)

We shall clai mdrawback on the quantity of (specify

material) used in manufacturing (exported article)

according to the schedule set forth bel ow
(Section 191.8(f) of the Custons Regul ati ons requires subm ssion
of the schedule with the application for a specific manufacturing
drawback ruling. An applicant who desires to file suppl enental
schedul es with the drawback office whenever there is a change in
the quantity or material used should state:)

We request permssion to file supplenental schedul es

wi th the drawback office covering changes in the

quantities of material used to produce the exported

articles, or different styles or capacities of

contai ners of such exported nerchandi se.
(Except as noted above in the explanation of the "Appearing In"
basis, neither the "Appearing In" basis nor the "schedul e" nethod
for claimng drawback may be used where the rel ative val ue
procedure is required.)
AGREEMENTS
The Applicant specifically agrees that it wll:

1. Qperate in full conformance with the terns of



this application for a specific manufacturing
drawback ruling when clai m ng drawback;

Open its factory and records for exam nation
at all reasonabl e hours by authorized
Governnment officers;

Keep its drawback rel ated records and
supporting data for at least 3 years fromthe
date of paynent of any drawback claim

predi cated in whole or in part upon this
application;

Keep this application current by reporting
pronptly to the drawback office which
liquidates its clains any changes in the
nunber or locations of its offices or
factories, the corporate nanme, corporate
officers, or the corporate organi zati on by
succession or reincorporation;

Keep this application current by reporting
pronptly to the Headquarters, U S. Custons
Service all other changes affecting
information contained in this application;
Keep a copy of this application and the

| etter of approval by Custons Headquarters on
file for ready reference by enpl oyees and

require all officials and enpl oyees concerned

377



378

to famliarize thenselves with the provisions

of this application and that letter of

approval ; and

7. | ssue instructions to insure proper

conpliance with title 19, United States Code,

section 1313(g), part 191 of the Custons

Regul ations and this application and letter

of approval.
DECLARATION OF OFFICIAL
| declare that | have read this application for a specific
manuf act uri ng drawback ruling; that | know the avernents and
agreenents contained herein are true and correct; and that ny

signature on this day of

19 , makes this

appl i cation binding on

(Name of Applicant Corporation,
Partnership, or Sole Proprietorship)

BY?

(Signature and Title)

(Print Nane)
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(® Section 191.6(a) of the Custons Regul ati ons requires that
applications for specific manufacturing drawback rulings be
signed by the owner of a sole proprietorship, a partner in a
partnership, or the president, vice president, secretary,
treasurer or other individual legally authorized to bind the
corporation. In addition, any enpl oyee of a business entity with
a Custons power of attorney with the Custons port for the
drawback office which will 1iquidate your drawback clains may
sign such an application, as may a |licensed Custons broker with a
Cust onms power of attorney. You should state in which Custons

port Custonms power(s) of attorney is/are filed.)

Conmi ssi oner of Custons

Appr oved:

Deputy Assistant Secretary of the Treasury



